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ABSTRACTS 


STRATEGIES  TOWARDS  THE  DEVELOPMENT  OF  NEW  REGIONAL  TRADING  AR- 
RANGEMENTS IN  EAST  ASIA 

By  Hadi  Soesastro 

-The  vision  of  an  East  "Asian  communrty  has:  been  articulalted  .  by  the.  East  Asian  Vision 
Group.  (EAVG).  in. its  Report  "Towards  an  .East. Asian  GDjrinn.unity'',  submitted  to  the  Leaders 
of  ASEAN  Plus  Three  (APT)  at  their  Fifth  Summit  in.  Brunei  Darussalam  in  November 
2001.  The  East  Asian  Economic  Community  has  been  proposed  through  the  creation  of 
an  East  Asia  Free  Trade  Area._This  article  discusses  strategies  towards  the  development 
of  new  regional  trading  arrangements  in  East  Asia.  ASEAN  will  be  the  focus  of  analysis 
and  its  is  argued  that  ASEAN  must  have  a  strategy  for  creating  both  ASEAN  Eco- 
nomic Community  and  the  East  Asia  community.  They  have  to  be  pursued  in  parallel. 

ASEAN  INSTITUTIONAL  STRUCTURE  AND  DECISION  MAKING 
By  C.P.F.  Luhulima 

ASEAN  is  and  will  continue  to  be  an  important  part  of  the  foreign  policy  of  its  mem- 
bers. As  an  intergovernmental  association,  ASEAN  governments  operate  by  way  of 
consensus  building,  broad  principles  and  procedures,  rather  than  structures  and  in- 
stititutional  frameworks.  Inspite  of  this,  ASEAN  faces  strucutural  set-up  and  devel- 
opment problems,  such  as  coordination,  proliferation  of  meetings  and  the  rigid  in- 
stitutional structure  to  face  internal  and  external  challenges.  The  major  source  of  the 
problem  of  coordination  is  the  hierarchy  and  jurisdiction  between  the  foreign  and 
economic  ministers.  This  article  analysis  how  ASEAN  coordinate  its  activities  at  the 
national  level,  and  problems  faced  by  ASEAN  in  its  institutional  structure  and  decision 
making  process. 

THE  ESTABLISHMENT  OF  ETHNIC  INTERACTION  CHANNELS 
By  Taufiq  Tanasaldy 

The  fall  of  Soeharto  was  immediately  followed  by  a  series  of  internal  turbulence, 
among  others  things:  the  resurgent  separatist  movements  in  Aceh  and  Papua;  grow- 
ing dissent  toward  central  the  government  in  several  provionces  and  increasing  ethnic 
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tension  in  some  areas.  Such  continuing  turbulence  drew  some  to  speculate  that 
the  country  is  disintegrating.  The  article  discusses  how  the  ethnic  interaction  channels  were 
established.  The  article  argues  that  the  major  factors  behind  those  fortress  are  the 
growing  shared  values  cemented  by  the  Dutch  coolinal  policies  and  successful  nation 
"building  after  independience. 

INDONESIA'S  AGRICULTURE  POLICY  REFORM:  A  GENERAL  EQUILIBRIUM  AN 
ALYSiS  USING  WAYANG  MODEL 

By  Yose  Rizal  Damuri 

In  response  to  the  effects  of  crisis  on  agricultural  sector,  the  government  of  Indonesia 
introduce  various  new  policy  in  order  to  make  the  sector  performs  more  efficient.  It  is  ex- 
pected that  th~e  sector-.can  contributes  the  best  to  overcome  the  .effect  of  the  crisis, 
particularly  food  insecurity  problem.  This  essay  explores  the  effects  of  the  policy  reforms 
to  the  economy.  A  computable  general  equilibrium  (CGE)  model  of  Indonesia,  WAYANG, 
is  used  to  model  the  effects  of  the  policy  reforms.  The  analysis  focuses  on  the  medium 
term  shifts  in  production  across  industries  and  distribution  of  income  from  two  main  pol- 
icies: (1)  fertiliser  subsidy  removal;  (2)  introduction  of  30  percent  imported  rice  tariff. 

PIRACY-TERROR  ON  THE  HIGH  SEAS 
By  Wilfried  A.  Hermann 

Piracy  incidents  have  risen  sharply  during  last  few  years.  Globalization  process  has 
jdprovided  impetus  for  piracy  to  take  place.  Piracy  takes  place  mostly  on  Asian  waters, 
particularly  the  Straits  of  Malaka.  It  has  become  a  regional  security  issue,  and  it  is 
with  this  context  that  countries  must  be  collaborated  in  combating  terror  on  the 
seas.  This  article  discusses  among  other  things  approaches  in  combating  piracy.  The 
article  argues  that  national  anti  piracy  laws  are  not  fully  implemented,  nor  have  the 
majority  of  Asian  states  signed  the  19978  Rome  Convention  on  Maritime  Terrorist. 
Both,  according  to  the  author,  are  crucial  to  prevent  and  fight  piracy  which  need 
to  be  a  priority  for  the  national  government. 
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Indonesia-Australia-East  Timor 
Maritime  Boundaries  and  Border  Issues: 

Indonesian  Perspective* 

  ^        _        _  Hasjim  Djalal 


BOUNDARIES  BETWEEN  WEST  TI- 
MOR AND  EAST  TIMOR 

THE  problems  of  land  boundaries 
between  West  Timor  and  East 
Timor  area  particularly  unique. 
This  is  primarily  because  East  Timor  is 
composed  of  two  parts  separated  by  In- 
donesian land  and  maritime  territories 
in  West  Timor,  namely  Oekussi-Ambeno 
in  the  West  and  East  Timor  proper  in 
the  east. 

It  seems  that  the  land  boundaries  be- 
tween West  Timor  and  East  Timor  are 
well  agreed  in  these  areas,  particularly 
on  the  basis  of  the  agreement  between 
the  Dutch  and  the  Portuguese  made 
in  1904.  However,  the  two  countries 
should  find  an  agreement  to  confirm 
these  boundaries  as  soon  as  possible, 
preferably  by  a  new  treaty. 


Paper  presented  .it  Joint  Petroleum  Develop- 
ment Agreement  (JPDA)  Workshop,  Melbourne, 
26-27  September  2002. 


It  is  also  necessary  to  establish  more 
markers  that  are  clearer  on  the  boundary 
lines  so  that  the  authorities  and  the 
population  in  the  boundary  areas  could 
understand  them  better  and  therefore 
would  be  in  a  better  position  to  respect 
them.  Practically,  the  determination  of 
the  exact  points  of  the  borders  on  land- 
either  on  the  mountain  watershed,  in  the 
forested  areas,  or  on  the  river  banks- 
would  take  a  lot  of  time,  efforts  and,  in 
some  cases,  financial  resources.  But,  as 
in  the  case  of  Indonesian  boundaries  in 
Papua  and  in  Kalimantan,  the  exact 
positions  and  clearer  markers  on  the 
boundaries  are  important  for  the  stabilities 
of  the  border  areas. 

At  the  same  time,  an  arrangement 
for  border  problems  between  the  two 
countries  is  also  important.  Indonesia 
has  established  a  General  Border  Com- 
mittee with  its  neighbors,  such  as 
Malaysia,  the  Philippines  and  the  PNG 
in  order  to  solve  various  border  problems, 
such  as  the  movement  of  border  peoples, 
either  for  economic  or  cultural  purposes, 
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the  security  of  the  border  areas,  as  well 
as  the  coordinated  patrols  and,  as  ne- 
cessary, joint  patrols.  In  some  cases,  there 
may  be  even  the  need,  based  on  agree- 
ment, from  time'to  time  for  a  possibility  of 
"hot  pursuit"  of  transgressor  in  the  border 
areas.  All  these  issues  should  be  arranged 
and  agreed  upon  —  the  sooner,  the  better. 

The  Indonesian-East  Timor  land  bound- 
ary problems  are  complicated  by  the  fact 
that  East  Timor  consists  of  two  separate 
Jand  areas,  namely  Oekussi-Ambeno  en- 
clave in  the  west,  completely  surrounded 
by  the"  Indonesian  land  and  maritime 
territories  and  separated  totally  from  the 
eastern -part  of- East  Timor.  Under  in^er- 
aationaL  law, -and  unLi-ke  in  the  law-of 
the  sea,  there  is  no  "eight  of  innocent 
passage"  or  "innocent  over-flight"  over 
land  territory  or  airspace  of  another  state. 
The  problems  of  access  for  East  Timor 
through  Indonesian  land  area  and  its  outer 
space  in  order  to  assure  communication 
between  western  and  eastern  parts  of 
East  Timor  should  be  properly  arranged 
and  regulated. 

MARITIME  BOUNDARY  DELIMIT- 
ATION BETWEEN  INDONESIA  AND 
EAST  TIMOR 

The  maritime  boundaries  and  the 
border  issues  involving  East  Timor  are 
no  less  complicated.  In  fact,  they  are 
some  of  the  most  interesting  cases  for 
maritime  boundary  delimitation  between 
Indonesia  and  East  Timor. 

Indonesia  is  an  archipelagic  state 
while  East  Timor  is  not.  This  fact  may 
have  implications  on  the  determination 


of  maritime  boundaries.  As  an  archi- 
pelagic state,  Indonesia  is  entitled  to  es- 
tablish "archipelagic  straight  baselines" 
(ASB),  joining  the  outer  most  point  of  the 
outer  most  islands  of  the  Indonesian  ar- 
chipelago, for  the  determination  of  ar- 
chipelagic waters  'from  which  to  measure 
territorial  seas,  contiguous  zones,  eco- 
nomic zones  and  continental  shelves. 

Indonesia  is  also  entitled  to  draw 
"closing  lines"  for  the  determination  of 
-"interval  waters"  within  its  archipelagic  — 
waters  in  which  there  would  not  exist 
any  right  of  passage  for  foreign  vessels. 
On  the  other  hand.  East  Timor  has  the 
right  to- draw- "straight  baselines"  for  the  - 
purpose  of  drawirig  its  "internal  waters",  — 
only  in  accordance  with  the  UNCLOS 
1982,  and  from  which  to  measure  its 
territorial  seas,  contiguous  zones,  EEZs, 
and  continental  shelf. 

So  far,  there  has  not  been  any  mari- 
time delimitation  agreement  between 
Indonesia  and  East  Timor,  either  for  ter- 
ritorial seas,  contiguous  zones,  EEZs, 
and  continental  shelf.  These  agreements 
would  involve  four  separate  areas  in 
which  some  of  them  are  more  com- 
plicated than  the  others. 

In  the  Ombai  strait  that  stretches  for 
more  than  24  miles,  the  boundary  lines 
could  be  complicated  by  the  fact  that 
it  involves  the  Oekussi  enclave  which 
is  completely  surrounded  by  Indone- 
sian archipelagic  waters  and  Indonesian 
land  territories.  Various  possibilities 
for  agreement  could  be  developed  in 
this  area  subject  to  negotiation  between 
Indonesia  and  East  Timor: 
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First,  there  should  be  an  agreement 
or  understanding  between  Indonesia  and 
East  Timor  regarding  the   location  of 

-  i-ts  archipelagic  baselines:. in.  the  area, 
particularly  between  the  western  border 
point  of  Oekussi  and  Indonesian  island 
of  Pulau  Batek,  and  on  north  to  Pulau 
Pantar,  going  cast  to  Pulau  Alor  and 
then  going  down  south  again  to  the 
point  on  eastern  border  of  Oekussi  With 
West  Timor.  It  should  also  be  under- 
stood that  these  straight  archipelagic 

-baselines-  should  also  connect  to  Indo- 

..nesian.  West  Timor  at -the  western  border 
point  with  the  eastern  part  of  East  Timor, 
and  from  there  going  up  north  again  to. 

J'ulau  Alor,  from  where  it  could_go 
east  again  along  the  southern  shore  of 
Pulau  Alor.  There  should  be  an  under- 
standing, whatever  Indonesian  baselines 
exist  in  this  area,  how  it  would  function 
for  maritime  delimitation  purposes  with 
Oekussi. 

The  second  possibility  would  be  to 
"ignore"  Indonesian  baselines  in  this 
area  and  allow  Oekussi  to  draw  12 
miles  territorial  sea  to  the  north  and,  by 
agreement  with  Indonesia,  to  delimit  the 
adjacent  boundary  lines  on  the  western 
and  eastern  side  of  Oekussi  for  territorial 
sea.  The  waters  toward  the  north  and 
outside  of  the  12  miles  boundary  line 
could  be  part  of  Indonesian  archipelagic 
waters. 

The  third  possibility  might  be  to 
allow  Oekussi  and  eastern  East  Timor  to 
delimit  its  12  miles  territorial  sea  and 
equally  Pulau  Pantar  and  Pulau  Alor  to 
do  the  same.  The  maritime  areas  in  the 
center  of  the  Ombai  strait  beyond  12 


miles  from  each  coast  lines  would  than 
become  EEZ  of  the  two  countries  to  be 
subjected  to  delimitation,  perhaps  by 
-.using:.-. median   line:,  priaciples.  In  this.r 
■case,-^  the    lateral    adjacent  territorial: 
sea   boundaries   between   West  Timor 
and  Oekussi,  either  in  the  east  or  in 
the  west,  would  still  be  a  problem,  just 
as  the  lateral/adjacent  boundaries  be- 
tween West  Timor  and  East  Timor  proper 
in  the  north/east  would  still  be  a  prob- 
lem. However,  it  would  be  difficult  for 
"  Indonesia  to"-agree  to  this-"alternat1ve  in  " 
.yiew__of  the_  fact  ...that   Indonesian   ar- . 
chipelagic  waters  in  the  area  had  existed 
since  1960,  long  before  East  Timor  was 
integrated  into  Indonesia  and  its"  later 
independent  status. 

DETERMINATION  OF  MARITIME 
BOUNDARIES  BETWEEN  INDONE- 
SIA AND  EAST  TIMOR 

The  other  problem  would  be  how 
Indonesia  would  draw  its  baselines  from 
Pulau  Alor  eastward  to  Pulau  Liron 
and  on  eastward  along  the  south  of 
Pulau  Wetar,  Pulau  Kisar,  Pulau  Let!  and 
Pulau  Meatimiarang  in  view  of  the  pos- 
ition of  Pulau  Atauro  belong  to  East 
Timor)  between  the  Ombai  strait  and 
the  Wetar  strait.  Indonesia  was  very 
careful  not  to  prejudice  the  position  of 
East  Timor  in  this  area  and  therefore 
was  very  careful  not  to  include  at  this 
moment  several  base-points  for  drawing 
archipelagic  straight  baselines  in  this 
area,  presumably  in  order  to  enable 
discussion  and  negotiation  to  progress 
fruitfully  between  Indonesia  and  East 
Timor  in  this  area.  Indonesian  Govern- 
ment Regulation  No.  38/2002  dated  28 
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June  2002  terminates  its  base  points 
at  points  102  near  Tanjung  Wetoh  in  die 
border  between  West  Tinnor  and  East 
Timor  in  the  Timor  sea  (approximately 
poirit  116  in  Law  NO.--4/1960)  and  at 
point  101  at  Pulau  Me-atimiarang,  east 
of  Pulau  Leti  in  the  Timor  sea  (ap- 
proximately point  109  in  Law  No.  4/1960). 

In  addition  to  the  difficulty  in  deter- 
mining maritime  boundaries  in  the  area 
of  Ombai  Strait  and  Wetar  as  well  as 
Leti  straits,  there  is  also  the  problem 
of  ■  determining  -'^and  delineating  the 
arehipelagic  sea-lanes  in  the  area  for  the 
purpose  of  "archipelagic  sea-lanes  pas- 
sage" under  Article  53_pf  the^lJNCLOS 
1982.  Indo.nesia, .  after  lejigthy  discussions 
with  maritime  powers  and  International 
Maritime  Organization  (IMO)  in  London 
have  agreed  to  e^blish  archipelagic 
sea-lanes  in  Ombai  and  Leti  straits  for 
the  communication  between  the  Pacific 
ocean  through  Indonesian  archipelagic 
waters  and  then  on  to  the  Indian  Ocean 
through  Ombai  strait  and  Sawu  sea,  and 
to  the  Timor  sea  through  Leti  strait.  In 
order  to  implement  this  agreement  with 
IMO,  Indonesia  has  just  established 
three  north-south  sea-lanes,  with  all  the 
necessary  branches,  through  its  archi- 
pelagic waters.  Indonesia  was  very  care- 
ful in  that  case,  and  despite  the  approval 
of  the  IMO  to  the  sea-lanes,  Indonesia 
has  excluded  the  applicability  of  the 
Archipelagic  Sea-lanes  in  Leti  and  Ombai 
strait  bordering  East  Timor.  East  Timor 
would  expectedly  be  in  the  position  to 
accept  the  determination  of  the  sea- 
lanes  in  the  area  as  approved  by  IMO 
in  1998,  thus  complimenting  the  Indone- 


sian ASLs  as  determined  in  the  Indone- 
sian Government  Regulation  No.  37/2002 
dated   28  June  2002. 

THE  NEED  FOR  COOPERATION 

In  view  of  the  fact  that  the  Ombai, 
Wetar  and  Leti  straits  are  now  bordered 
by  two  different  states,  namely  Indonesia 
and  East  Timor,  there  may  be  possibility 
that  the  legal  natures  of  the  two  straits 
are  now  becoming  "straits  used  for  inter- 
national navigation",  if  the  straits  are 
sufficiently  used  for  international  navi- 
gation, although-  they  are  all  .within  the 
national  sovereignty  of  both  Indonesia 
and  East  Timor._  If  the  straits  are  regarded 
by  both.sides  as  "strait  used  for  inter- 
national navigation"  then  there  would 
be  a  need  for  cooperation  between  the 
two  coastal  states  and  the  user  states  to 
promote  safety  of  navigation  and  the 
protection  of  the  marine  environment 
in  die  area  on  the  basis  of  Article  43  of 
UNCLOS  1982.  The  two  countries  should 
discuss  this  matter,  as  in  the  case  of  the 
straits  of  Malacca  and  Singapore  and 
in  what  way  they  should  ask  the  user 
states  to  cooperate  with  them  and 
support  them  in  promoting  the  safety 
of  navigation  and  the  protection  of  the 
marine  environment  in  the  area. 

MARITIME  DELIMITATION  BETWEEN 
INDONESIA  AND  EAST  TIMOR 

Perhaps  the  most  complicated  and 
economically  more  immediate  problem 
would  be  the  maritime  delimitation  be- 
tween Indonesia  and  East  Timor  in  the 
Timor  Sea. 
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The  two  countries  should  first  nego-' 
tiate  their  territorial  sea  boundaries  in 
the  area,  namely  from  the  border  point 
near -Tanjung  Wetoh  and.  between  East 
Timor  proper  and  Pulau  Leti.  Presumably, 
this  problem  would  be  relatively  easier 
to  solve  along  the  median  line  principle, 
provided  East  Timor  does  not  advance 
extraordinary  claims.  In  fact,  the  bound- 
ary lines  could  be  extended  southward 
along  the  median  line  principle  for  the 
purpose  of -seabed- area  delimitation  to^ 
point  17  of  the  Indonesian-Australian  se- 
abed "agreerhent  of  1972  and  for  the  pur- 
pose of  EEZ  delimitation  between  the  two 
countries  to  "point  33  of  1997  EEZ  "bound-' 
ary  'agreem'ent  between  Indonesia  and' 
Australia,  subject  to  tripartite  agreement 
with  Australia,  when  these  lines  meet 
the  Australian-Indonesian  EEZ  boundary 
agreement  of  1 997.  Since  those  points  are 
less  than  200  miles  from  the  respective 
coastlines  of  West  Timor  and  East  Timor, 
the  boundary  lines  for  EEZ  could  go  to  the 
Indonesian  1997  agreement  on  EEZ  de- 
limitation on  both  sides,  either  on  the  west 
(from  land  boundary  near  Tanjung  Wetoh 
to  point  17  of  the  1972  seabed  agreement 
and  point  33  of  the  1997  EEZ  agreement) 
or  on  the  eastern  side  (from  the  mid 
point  between   llheu  de  jaco  of  East 
Timor  and  Pulau  Leti  of  Indonesia  to  point 
16  of  the  1972  agreement  and  on  to  point 
27  of  the  1997  EEZ  boundary  agreement, 
although  Indonesian  Parliament  has  not 
yet  ratified  that  agreement).  The  EEZ 
boundaries  in  this  area  could  also  be  re- 
garded as  continental  shelf  boundaries 
between  Indonesia  and  East  Timor. 


Another  matter  that  would  be  inter- 
esting would  be  the  nature  of  the  Joint 
Petroleum  Development  Agreement  (JPDA) 
between  Australia. .and  East  Timor  of  July 
2001  and  May  2002,  replacing  and 
modifying  the  Joint  Development  Agree- 
ment between  Indonesia  and  Australia 
in  1988.  The  agreement  between  the 
Australian-East  Timor  on  the  JPDA  seems 
similar  with  the  Indonesian-Australia 
Zone  of  Cooperation  Agreement  (ZOCA) 
of  J  988  (Tirnor  _gap  agreement),  despite 
the  fact  that  the  Timor  gap  agreement  in 
1988.  clearly  stated  that-the  boundaries 
shall  not  prejudice  the  maritime  claims 
on. ..the  seabed  between,  the  two  coun- 
tri.es..and  that  they,  should  .not  be.^eonstrued 
as  a  delimitation  agreement  on  the  con- 
tinental shelf  boundaries  between  Indo- 
nesia and  Australia,  either  on  the  eastern 
or  western  or  in  the  south  or  north  of 
the  joint  development  area. 

Therefore,  Australia  and  East  Timor 
—without  the  concurrence  of  Indonesia— 
cannot  take  it  for  granted  that  the  JPDA 
area  would  not  be  prejudicial  to  Indo- 
nesia. Moreover,  it  should  be  understood 
also  that  pending  settlement  between  In- 
donesia and  Australia  on  the  assets  of 
Indonesia  at  the  Joint  Development 
Agreement,  they  can  not  be  construed 
as  automatically  being  transferred  to 
East  Timor  without  the  concurrence  or 
specific  agreements  with  Indonesia. 

Indonesia  and  East  Timor  should  dis- 
cuss and  agree  upon  all  these  boundary 
agreements  of  the  JPDA  in  the  relevant 
areas  with  Indonesia  as  soon  as  pos- 
sible. Also,  the  problem  of  assets  in  the 
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joint  development  area  should  be  clar- 
ified and  settled.  Some  Indonesians  felt 
that  this  was  not  yet  a  settled  issue.  The 
ZOCA  between  Indonesia  and  Australia, 
although  dealing-  with  seabed  matter,  may 
also  touch  upon  the  EEZ  boundary ^rea 
between  Indonesia  and  Australia  and 
the  exploitation  of  the  seabed  area  in 
that  particular  zone  may  also  affect  In- 
donesian interest  in  its  EEZ. 

The  Indonesian-Australian  1997  Agree- 
ment on  establishing  EEZ  boundaries 
stated  in  Article  7  that  "in  those  areas 
where  the  areas  of  EEZ  adjacent  to 
and  appertaining  to  a  party  (the  first 
party)  overlap  the  areas  of  seabed  ad- 
jacent to  and  appertaining  to  a  party 
being  the  other  party  (the  second  party)", 
the  first  party  may  exercise  EEZ  sovereign 
rights  and  jurisdiction  in  relation  to  water 
column,  and  the  second  party  may 
exercise  continental  shelf  sovereign  rights 
and  jurisdiction  in  relation  to  the  seabed, 
and  that  neither  party  shall  exercise  its 
rights  and  jurisdiction  in  a  manner  which 
unduly  inhibits  the  exercise  of  the  rights 
and  jurisdiction  of  the  other  party,  and 
the  parties  shall  cooperate  with  each 
other  in  relation  to  the  exercise  of  the 
respective  rights. 

The  1997  Agreement  clearly  stated 
that  while  Australia  has  sovereign  rights 
jurisdiction  over  seabed  resources,  (oil 
and  gas)  in  the  agreed  area,  the  sovereign 
rights  and  jurisdiction  over  the  EEZ  and 
its  water  column  resources,  namely 
fisheries,  protection  of  the  environment, 
the  conduct  of  marine  scientific  research, 
as  well  as  jurisdiction  with  regard  to 


maritime  structures,  installations,  and 
artificial  islands,  particularly  floating  de- 
vices, are  with  Indonesia.  Moreover,  in 
case  of  the  resources  of  the  seabed  area 
extend  beyond,  the  :boundaries  of  two  or 
three  countries,  the  principle  of  "unit- 
ization" involving  cooperation  between 
the  countries  concerned  is  necessary. 
The  possibilities  of  such  resources  ex- 
lending  beyond  the  jPDA  to  the  Indo- 
nesian agreed  seabed  area  still  exist.  It  is 
therefore  essential  to  recognize  that  In- 
donesian interest  in  the  area  is  not 
completely  ignored. 

CONCLUSION 

Indonesia  and  East  Timor  should  start 
and  intensify  discussion  and  negotiation 
as  soon  as  possible  so  that  they  can 
agree  on  establishing  effective  'markers 
on  land  boundaries  as  well  as  making 
the  necessary  arrangements  for  an  ef- 
fective and  cooperative  border  relations. 
At  the  same  time  they  should  also  im- 
mediately negotiate  the  various  mari- 
time boundaries,  either  in  the  Ombai, 
Wetar  and  Leti  straits  or  in  the  Timor  Sea, 
and  many  other  issues  involving  bilat- 
eral relations.  These  steps  would  be  con- 
structive in  developing  broader  sub-regional 
arrangements  or  forum  involving  Australia, 
East  Timor,  PNG,  the  Philippines,  and 
New  Zealand  which  Indonesia,  East  Timor 
and  Australia  now  cooperate  to  establish. 

The  Indonesian  side  is  generally  sym- 
pathetic to  the  effort  to  settle  the  problems 
of  maritime  boundaries  as  soon  as  pos- 
sible. The  Indonesian  Parliament,  parti- 
cularly the  Foreign  Relations  Commis- 
sion, although  critical  with  several  as- 
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pects  of  Indonesian  relations  with  Aus- 
tralia and  East  Timor,  yet  this  month  has 
urged  Indonesian  Government  to  settle 
as  soon  as  possible  the  various  boundary  prob- 
lems with  all  its  neighbors,  including 
with  East  Timor  {Media  Indonesia,  10 
September  2002).  The  Indonesian  De- 
partment of  Defense  as  well  as  the 
military  has  also  formed  a  special  com- 
mittee to  deal  with  these  issues  in  order 
to  cooperate  with  the  Departments  of 
-Interior,-  Foreign  Affairs,  and;  Justice  to 
study  and  discuss  the  matter  thoroughly. 
In  fact,  the  time  to  negotiate  the  various 


maritime  boundaries  with  East  Timor  is 
ripe  now  considering  that  Indonesian 
domestic  conditions  may  lend  support 
to  such  an  endeavor..  It  should  be  noted, 
in  addition,:  that  although  Indonesia  has 
plenty  of  issues  to  settle  with  Australia, 
generally  Indonesia  and  Australia  have 
been  able  to  agree  on  various  mari- 
time boundaries,  particularly  on  EEZ,  con- 
tinental shelf,  and  traditional  fishing  rights 
while  negotiation  on  similar  issues  be- 

-  tween -Indonesia  and  its  neighbors  on  the  ^ 
north,  particularly  on  EEZ,  have  not  been 

•   as  yet  as  fruitful  as  vi'ith  Aijstralia. 


Freedom  of  Expression: 
Constantly  in  Transition 

Ati  Nurbaiti 


THE  SETTING  OF  MEDIA  POLICY 


ehind  closed  doors,  corruption 
thrives,'  wrote  the  Nobel  laure- 
ate in  economics,  Joseph  Stig- 


litz,  who  recently  co-authored  a  World 
Bank  publication  entitled  The  Right  To  Tell: 
The  Role  of  Mass  Media  in  Economic  De- 
velopment. 

here,  the  thriving  of  corruption  behind 
closed  doors  can  be  attributed  indeed  to 
a  state  policy  that  does  not  yet  encourage 
transparency,  besides  lack  of  professional- 
ism on  the  part  of  the  press  itself. 


"Newly  found  press  freedom"  was  the 
much  cited  boon  of  the  fall  of  Soeharto; 
later  it  became  clear  that  much  work  was 
needed  to  use  this  freedom  to  well,  to 
serve  public  expectations  of  quality  cover- 
age and  becoming  a  reference  for  the 
public  amid  all  the  confusion  in  a  polit- 
ical and  economic  crisis. 

Meanwhile,  indications  of  governments 
including  politicians  after  the  time  of  Soe- 
harto who  were  unhappy  with  a  "wild' 
press  have  come  up  following  the  display 
of  a  "democratic"  government  under  Soe- 
harto's  successor,  B.J.  Habibie,  who  dram- 
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atically  dissolved  the  ministry  of  inform- 
ation. Such  indications  rose  from  criticisms 
against  offensive,  inaccurate  reports  and 
alleged  slander,  which  are  mostly  without 
reason,  to  subtle  signs  of  wanting  to  re- 
gain control  over  the  press. 

Such  signs  include  among  others:  the 
re-establishment  of  the  ministry  of  inform- 
ation under  President  Megawati  Soekar- 
noputri;  loud  voices  from  the  legislature 
pushing  for  revisions  of  the  press  law  to 
accommodate  articles  in  the  criminal 
code,  adding  potential  punishment  to 
media  workers  accused  of,  for  instance-, 
airing  insulting  news;  the  challenges  of 
lobbying,  attempts  for  the.  freedom  of  j.n- 
fojmation  act  posed  by^^efforts^to  push 
the  state  secrecy  bill;  and,  the  latest  at- 
tempts to  pass  the  bill  on  state  intelligence. 

Efforts  to  pass  the  state  secrecy  bill 
gained  a  green  light  following  the  9-11 
terrorist  in  the  US,  while  activists  pointed 
out  that  it  would  contradict  the  freedom 
to  information  act  if  passed  before  the 
latter  —  because  the  main  difference  between 
the  two  bills  lies  in  the  parties  who  de- 
termine what  information  is  confidential 
to  the  government. 

The  Kuta  bombing  blast  on  12  October 
2002  gave  a  further  drive  to  the  previ- 
ously prolonged  stalling  of  the  anti-ter- 
rorism bill.  Shortly  after  the  bombings  a 
government  regulation  in  lieu  of  a  law 
on  anti-terrorism  was  passed  with  little 
further  debate,  while  a  law  on  anti-terror- 
ism is  expected  soon. 

One  sees  here  a  condition  becoming 
similar  to  the  US  if  the  press  is  not  on  the 


constant  alert  —  a  gradual  drowning  out  of 
voices  of  dissent  in  the  name  of  a  nation 
having  to  have  a  united  front  against  ter- 
rorism, to  the  benefit  of  a  government 
arid  its  elites  looking  forwards  to  entering 
the  general  elections  only  two  years  to 
come. 

One  good  piece  of  news  was  raised 
from  the  passing  of  the  broadcasting  bill 
in  late  November,  which  brought  joy  to 
over  20  budding  local  TV  networks 
across  the  country,  despite  the  outcry  of 
the  mostly  nation-wide  private  networks 
whose  businesses  are  threatened  by  the 
new  law,  which  rules  out  nation-wide 
private,  networks..  The  Alliance,  of  Indep- 
endent .Journalists  (AJ.I)..also  objected. to 
the  bill  being  passed,  though  on  different 
reasons.  It  was  more  concerned  with 
vague  articles  contained  in  the  bill  which 
could  be  abused  to  start  press  censor- 
ship all  over  again,  particularly  through 
the  stipulation  that  the  issuing  of  the 
broadcasting  license  —not  merely  the  al- 
location of  frequency—  is  in  the  hands  of 
the  state.  Although  legislators  insist  that 
the  "state"  refers  to  the  new,  long  waited 
institution,  and  the  broadcasting  commis- 
sion, the  clause  and  others  in  the  current 
new  law  remain  open  to  abuse. 

Apart  from  seeking  to  revise  certain 
clauses  in  the  new  bill,  media  activists  and 
other  colleagues  pushing  for  the  freedom 
of  information  act  are  watching  closely 
whether  the  anti-terrorism  bill  and  state 
intelligence  bill  will  quietly  bypass  the 
freedom  of  information  bill.  Much  of  the 
draft  submitted  by  such  activists  in  the  Coal- 
ition for  the  Freedom  of  Information  Act 
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has  been  accommodated  by  legislators  but 
experience  has  shown  that  this  can  be 
changed  significantly,  to  the  extent  that 
-  the  final  " draft  will  reflect  the  tug-of-war  of 
public 'and  group  interests  —  again  re- 
lated to  the  eyeing  of  the  2004  elections. 

CONDITIONS  AMONG  PRESS 
WORKERS  AND  PROFESSIONAL- 
ISM 

The  figure  of  press  workers  became 
increasingly  unclear  since  the  boom  pe- 
riod of  media  growth  following  the  lifting 
of  the  compulsory  permit  for  a  publish- 
ing license.  Thi^  permit  was"  earlier^  a 
p-oHiticah-commodity  priced  billions- of 
rupiah  issued  for  a  select  few,  and  which 
functioned  as  a  constant  threatening 
shadow  of  the  media  since  such  permits 
could  be  revoked,  meaning  the  closure 
of  a  newspaper,  for  instance,  under  no 
clear  violations  of  an  arbitrary  definition 
of  the  do's  and  don'ts  in  publishing. 

This  boom  period  from  1997  to  1999 
also  led  to  the  growth  of  dot.com  news 
services  —  of  which  only  one  remains  fully 
operating  (detik.com).  The  former  single 
association  sanctioned  by  the  government 
regarding  the  media,  the  Association  of 
Indonesian  Journalists  (PWI)  earlier  claimed 
some  16,000  members  while  AJI  so  far 
only  has  a  little  over  900  members. 

But  the  difficulty  in  estimating  those 
figures  lies  in  the  problem  of  many  posing 
as  journalists  and  even  possessing  press 
cards,  mostly  engaging  in  journalistic 
practices  for  the  money.  Called  bogus 
journalists  {warlawan  bodrex,  apparently 


named  after  their  appearance  in  a  big 
group  like  the  'troop'  of  Bodrex  pills  in 
the  brand's  early  commercial  television 
ads),  they  comprise  those  who  are  not 
linked  to  any  media  organization,  but  also 
those  who  are  related  to  media  public- 
ations who  only  publish  for  a  while  and 
close  down  as  soon  as  they  get  enough 
down  payment  from  advertisers.  As  they 
appear  like  journalists  to  sources,  they 
easily  procure  money  from  sources  and 
even  resort  to  blackmailr  -  - 

However,  tha  problem  of  bogus  journal- 
ists is  of  course  the  fact  that  this  practice 
is „ alive  and  weM_among_the  "regular"  press, 
so  that  _sourceslfind  it  hard  to. differentiate 
between  them.  Even  journalists  really  em- 
ployed by  media  known  by  the  public  for 
years  are  engaged  in  the  racketeering. 
Sources  feel  they  are  obligated  to  help 
journalists  who  have  'helped'  expose  their 
interest  or  views,  as  the  latter  are  lowly 
paid. 

Low  payment  is  indeed  the  foremost 
of  these  excuses  of  the  quietly  accepted 
practice  of  bribery  in  Indonesian  journal- 
ism, which  overrides  the  conditions  of  an 
independent  journalist,  that  he  or  she  does 
not  accept  anything  from  sources.  Wages 
can  be  as  low  as  under  Rp  500,000  a 
month,  lower  than  last  year's  minimum 
wage  of  Rp  591,266  in  the  capital.  Efforts 
to  wipe  out  corruption  in  the  country, 
which  ranks  among  the  highest  among 
nations,  will  face  the  fact  that  a  large  part 
of  the  press  is  part  of  it.  Indeed,  one 
may  question  whether  the  crisis  would 
have  been  as  worse  as  it  is  now  if  journal- 
ists had  exposed  all  they  did  know  about 
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corrupt  practices  in  the  public  and  private 
sector.  Journalists  writing  on  public  works 
had  long  written  that  30%  of  funds  for  in- 
frastructure, projects  are  'marked  up"  or 
reserved  to  go  into  officials'  pockets.  Of 
course  what  was  not  exposed  was  how 
much  this  goes  into  journalists'  pockets, 
and  this  can  be  said  to  apply  to  all  "beats" 
covered  by  journalists. 

The  practice  still  prevails  as  state 
owned  enterprises  and  government  offices 
still  have  an  allocation  froni  their  budget 
■  for  the  media  in  various  forms,  such' as  for 
'study-tours'  or  even  monthly  pay  and- 
annual  allowances.  When  there  is  no  such 
_  allocation,  j.o.urnali_sls  still. .pressure  the_ 
sources  for  vy.hat  is  ..percejved  to  be  their 
customary  right.  Recently  journalists  re- 
ported of  how  colleagues  in  various  areas 
made  government  offices  pay  them  the  Idul 
Fitri  allowance;  in  West  Kalimantan  the 
provincial  government  resorted  to  taking 
some  Rp  58  million  out  of  a  cooperative 
under  its  auspices  because  it  did  not  have 
any  such  allocation  in  the  budget. 

in  this  condition  it  is  realized  that 
gross  lack  of  professionalism  is  now  the 
main  enemy  of  the  media  despite  years  of 
campaign  by,  for  instance,  the  Alliance  of 
Independent  Journalists  (AJI)  —  other  en- 
emies including  the  police,  who  still  hold 
the  record  for  the  past  few  years  for  their 
intimidation  and  harsh  treatment  of  jour- 
nalists. This  year  the  police  were  in- 
volved in  1 1  cases  of  violence  against 
journalists  among  39  recorded  cases  of 
violence  against  press  workers. 

The  practice  of  bribery  among  the 
media  flourished  along  with  the  growth 


of  the  country's  corruption;  it  is  referred 
to  as  an  expression  of  friendship,  amiable 
ties  between  the  source  and  the  journalist 
and  mutual  interests  between  them.  All 
these -have  been  able  to'  thrive  partly 
because  media  owners  can  turn  away 
from  the  practice,  saying  they  have  no 
evidence  of  their  journalists  involved 
(strong  indications  of  money  involved  on 
the  job  will  likely  only  come  up  when  a 
source  complains  about  a  story)  —  without 
questioning  how  journalists  can  support 
themselves-and  their  families  with  such 
a  low  salary  without  resorting  to  other 
means  of  adding  to  income.- The  office 
atmosphere  is  saved  from  a  conflict  situ- 
ation in  the-absence-  of  demands  of  better- 
welfare  becciuse  where  in-  other— profes-^ 
sions,  negotiations  for  higher  pay  takes 
place  at  the  workplace,  in  journalism  in 
Indonesia  the  'envelopes'  negate  the  need 
for  such  cajoling  and  confrontation  with 
employers.  The  'habit'  justifies  continued 
practice  of  accepting  bribes  even  when 
journalists  are  much  better  paid  than 
others.  Thus,  the  campaign  of  media  as- 
sociations such  as  AJI  to  encourage  the 
set  up  of  unions  among  press  workers 
aims  to  make  colleagues  aware  for  the 
need  of  establishing  efforts  within  re- 
spective workplaces  to  argue  collectively 
for  better  welfare,  and  end  acceptance 
of  the  notion  that  sources  can  be  asked 
for  assistance  in  the  name  of  'friendship,' 
while  claiming  to  be  independent  pro- 
fessionals. 

It  is  heartening  that  there  are  now  28 
unions  in  Jakarta  with  a  number  of  others 
outside  the  capital,  but  only  one  Jakarta- 
based  media  is  known  so  far  to  have  a 
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collective  labor  agreement  (CLA),  that  of 
the  Republika  newspaper  whose  jour- 
nalists are  members  of  the  PWI.  The  draw- 
ing-up  of~CLAs/ which  contain'  the  results 
of  negotiations  between  employees  and 
management  in  the  form  of  rules,  is  one 
indicator  of  a  union's  effectiveness,  and 
much  more  trainings  and  campaigns  are 
still  needed  to  enable  journalists  engage 
in  the  necessary  preparations.  Another 
indicator  of  press  unions'  effectiveness 
.  should  also  be  a;;decline  in  the- practice 
of  bribery,  which  has  yet  to  be  measured. 
All  "in  all,  the  progress  of  press  unions 
among  1,500  media  business  organiza- 
-  tions  in  Jakarta  alone  is  slow;  apart  from 
the  reluctance  of  management,  the  aware- 
ness of  the  need  and  the  right  to  organize 
is  also  new  among  the  press. 

The  rising  awareness  among  journal- 
ists that  they  are  also  employees  and  thus 
need  to  form  unions  also  reflects  a  new 
generation  of  white-collar  workers  much 
less  inhibited  by  the  previous,  still  wide- 
spread apprehension  of  press  workers 
towards  activism  —  no  doubt  a  product  of 
the  New  Order's  successful  influence  on 
people's  mentality  that  unionism  is  as- 
sociated only  with  blue  collar  workers  (or 
even  worse,  close  to  subversion),  .regard- 
less of  the  fact  that  journalists'  counter- 
parts in  Asia,  and  even  in  neighboring 
Malaysia,  for  instance,  have  long  been 
organized  in  unions.  The  new  awareness 
also  reflects  a  similar  trend  among  other 
white  collar  workers,  at  least  in  the 
euphoria  following  the  formal  end  of  the 
New  Order  —  particularly  caused  by  the 
new  shock  of  job  insecurity  among  pre- 


viously high  spending  people  targeted  by 
major  credit  card  vendors.  Middle  class 
employees  were  also  previously  oblivious 
oT  their  counterparts  w"ho,  while  were 
also  big  spenders,  were  comparatively 
not  "Strange  to  activism,  as  reflected  in 
rallies  involving  well-dressed  professio- 
nals in  the  Philippines  and  Thailand,  for 
instance.  Trauma  of  political  abuse  of 
people  active  in  various  causes  including 
in  journalism  have  also  led  to  senior 
journal isTs_  distancing  tFemselves  away 
not  only  from  the  PWI,  seen  as  an  exten- 
sion of  the  New  Order,  but  also  from  any 
form  of  press  organization. 

"""  Much'Tnore"  work  'also  needs  to  be 
done  by  press  associations  to  target  me- 
dia employers  to  uphold  p'ress  ethics  and 
at  the  same  time  improve  the  welfare  of 
their  staff.  At  a  time  when  publications 
and  broadcasting  stations  are  still  vying 
for  much  needed  advertising  revenue,  this 
seems  like  bad  timing.  However,  it  is  ur- 
gent in  the  light  of  high  public  expectation 
of  a  media  that  has  gained  considerable 
freedom  and  hence  less  excuses  of  low 
performance.  Amid  much  uncertainty  sur- 
rounding the  current  drive  towards  full 
implementation  of,  for  instance,  regional 
autonomy,  free  trade  and  the  2004  elect- 
ions while  the  crisis  is  still  here,  much 
better  performance  of  the  press  is  needed 
for  an  informed  civil  society  regarding  pot- 
ential decisions  that  affect  them. 

The  campaigns  on  eradicating  the 
'envelope'  practice  has  also  neglected 
other  issues  of  professional  ethics  —  such 
as  the  exposure  of  minors  in  sex-related 
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crimes,  plagiarism,  the  abuse  of  the  air- 
waves for  the  interest  of  a  few,  coverage 
of  crime  raising  questionable  practices  of 
full  exposure  of  suspects.  Such  issues  have 
only  begun  to  be  highlighted  by  media 
watch  groups  with  the  exception  perhaps 
of  the  Surabaya-bBsed  Media  Consumers' 
Institution  (Lembaga  Konsumen  Media) 
headed  by  former  radio  journalist  Sirikit 
Syah,  the  only  media  watch  group  set  up 
under  the  times  of  Soeharto  (now  there 
are  dozens  with  differing  degree  of  act- 
tvity).: Media  watch  g"raups  would  help 
boost  awareness  that  the  media  cannot  be 
trusted  for  granted  without  the  public's 
monitoring  and  input. 

-^  —  Violation  of .  press  ethics-  is  .monitored 
on  the  national  level  by  the  Press  Coun- 
cil, which  was  set  up  following  the  stipul- 
ation of  the  1999  Press  Act.  It  is  regarded 
as  a  breakthrough,  differing  with  the  Press 
Council  under  the  period  of  the  New 
Order,  which  in  various  times  could  do  little 
but  give  approval  to  press  censorship  in- 
cluding the  effective  closure  of  three 
Jakarta-based  media  in  1994.  The  current 
Press  Council,  headed  by  senior  journal- 
ist and  lecturer  of  the  Dr.  Soetomo  Press 
Institute,  Atmakusumah  Astraatmadja,  has 
gained  some  respect  within  the  region  — 
but  because  its  recommendations  are  not 
binding  it  has  not  satisfied  those  who  are 
alarmed  at  the  phenomenon  of  'a  press 
gone  wild.'  It  is  this  condition,  legislators 
admit,  that  has  led  to  persistence  in,  for  in- 
stance, inserting  articles  of  the  Criminal 
Code  into  the  new  Broadcasting  Act  (ap- 
parently compensating  for  the  failed  eadier 
attempt  at  including  such  articles  in  the 
1999  Press  Act). 


Training  in  journalism  and  the  press 
code  of  ethics  are  still  in  dire  need  to 
raise  professionalism,  to  support  the  me- 
dia's claim  that  the  best  regulation  of  the 
press  is  press  regulation,  and  to  reduce 
potential- public  acceptance  of  arguments 
by  the  political  elite  that  press  censorship 
is  still  needed. 

Since  the  past  few  years  an  important 
aspect  of  training  has  been  "peace  journal- 
ism" following  many  communal  conflicts 

..  that  occured,  The  concept  introduced  by 
"renown  peace  worker  Prof,  johan  Galtung 
is  basically  just-  journalism,  but  with  em- 
phasis on  how  the  media  could  at  least 

-  prevent— itself  from  making  conflicts  worse,. 
and  try-to  inspire  the  public. to  5eek_ alter- 
natives to  resolving  the  problems.  "My 
main  accusation  against  journalists,"  the 
professor  said  while  in  Jakarta  in  late  Oc- 
tober, "is  that  journalists  make  the  viol- 
ence highly  visible  while  the  solutions 
become  highly  invisible."  Conflicts  such 
as  in  Maluku  gave  raise  to  reports  that 
led  the  public  to  believe  that  the  media 
was  inflaming  both  sides  —Muslims  and 
Christians—  and  also  perpetuating  the 
view  that  it  was  a  religious  war.  Closer 
observation  showed  how,  among  others, 
a  fight  for  power  and  resources  within 
the  province,  and  later  also  some  meddling 
of  outsiders  including  the  security  ap- 
paratus, was  more  responsible  for  the 
violence  rather  than  reasons  of  religious 
differences. 

It  is  necessary  to  observe  how  such 
reports  could  be  published,  knowing  the 
process  of  reporting  where  editors  screen 
and  edit  all  journalists'  work.  The  expen- 
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ence  of  the  press  in  Maluku  showed  how 
difficult  the  situation  was  for  the  press; 
they  were  caught  up  in  the  conflict,  eventu- 
ally to  the  point  of-news  organizations  - 
reportedly  doing  without  their  nnorning 
meetings  because  they  were  also  divided 
into  Christians  and  Muslims  and  to  the 
point  of  keeping  a  distance  with  one  other 
based  on  the  religious  divide  that  suddenly 
split  up  the  province,  particularly  in  the 
capital,  Ambon.  Nowadays  the  reporting 
:Tvas- improved.,."ihanks!jn  part  jo  the  "peace^  ] 
journalism  training  sessions  supported 
by  the  residents'  group  in  Maluku,  Baku 
Bae  Maluku,  and  AJI.  Residents  still  com- 
plain of- press- coverage,  and  a  thorough 
evaluation '  is  still  needed  to  understand 
media  problems  in  such  conflict  situations. 

The  press  is  still  coming  to  grips  with 
the  fact  that  one  major  prohibition  in 
journalism  is  no  longer  there  —  that  one  does 
not  report  on  social  differences  known 
by  the  acronym  of  SARA  ('Sosial,  Agama, 
Ras,  Antar-golongan'  or  social,  religious, 
race,  and  inter-group)  differences,  such 
as  those  regarding  ethnicity  and  income 
groups).  In  the  old  days  a  press  license 
could  be  revoked  on  the  grounds  that 
it  had  reported  on  'SARA'-related  incid- 
ences' which  could  inflame  the  public.  Thus 
for  instance  attacks  on  churches  were 
never  reported.  Stories  on  transmigration 
focused  on  success  stories  and  there  were 
little  warnings  of  the  potential  time  bomb 
in  these  areas  where  locals  resented 
migrants  for  being  allocated  land  while 
they  felt  robbed  of  resources  (only  a  for- 
eign journalist  had  wrote  on  this  'time 
bomb'). 


So  while  social  differences  were  hardly 
ever  reported  on,  suddenly  the  media  had 
to  cover  the  deadly  conflicts  in  various 
-"-"areasr  Whife -nfiedia-  reporting  on  ethnic 
differences  had  been  largely  limited  to 
cultural  enriching  interests,  now  in  the  ob- 
ligation to  cover  such  sensational  conflicts 
the  media  took  different  policies;  some 
seemed  to  go  over  the  board  in  imme- 
diately mentioning  the  identity  of  attackers 
and  victims  (such  as  '1,000  Muslim  vic- 
tims found  decapitated'  while  the  reader 
is  in  the  dark  as  to  how  decapitated  cor- 
pses are  known  for  sure  to  be  all  Muslims) 
often  at  the  demand  of  its  enraged  audi- 
ence, while-the  major  Kompas  daily 
sticks  largely  to  its  policy  of  not  identifying 
the  groups  involved,  referring  only  to  'cer- 
tain groups',  reflecting  the  dilemma  in  not 
wanting  to  inflame  a  society  while  the 
source  of  the  conflict  is  known  to  be  be- 
yond religion. 

Residents  in  Aceh  still  complain  that 
coverage  is  now  largely  merely  quoting 
the  government  sources  on  one  side  and 
the  Free  Aceh  Movement  on  the  other  on 
their  policies  and  statements  regarding  the 
newest  killing,  for  instance;  while  journal- 
ists say  they  are  intimidated  from  both  sides. 

Where  the  media  has  not  performed  in 
being  able  to  report  free  of  pressure,  people 
are  largely  left  on  their  own  amid  the  situ- 
ation of  uncertainty. 

The  story  of  this  year's  condition  in 
the  media,  therefore,  leads  to  the  re- 
maining challenge  of  the  press  being  able 
to  look  for  "the  other  voice'  in  each  is- 
sues, which  may  be  drowned  out  in  quot-' 
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ations  of  prominent  sources.  This  in  turn 
requires  a  conducive  working  condition 
for  journalists  within  his  or  her  closest 
-.-  -working  environment,  and  within  the  state^ 
Because  efforts  towards  censorship,  w.i.ll. 
always  be  part  of  efforts  to  avoid  account- 
ability and  maintain  power,  'press  freedom' 
and  the  right  to  information  will  always 
be  an  ideal  condition  that  media  asso- 


ciations and  the  public  must  be  always 
working  for. 
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REVIEW  OF  ECONOMIC  DEVELOPMENT 


Indonesia's  Totter  Towards  Recovery 

Staff,  Department  of  Economics,  CSIS 


INTRODUCTION 


THE  third  quarter"  of  20T)2  saw 
the  continuation  of  the  slow  re- 
covery process  that  has  marked 
Indonesia's  attempt  to  get  out  of  the  eco- 
nomic crisis.  There  were  some  encourag- 
ing signs,  with  a  further  growth  in  the 
third  quarter,  as  well  as  the  first  positive 
investment  growth  this  year.  Yet,  the  Bali 
bomb  blast  taking  place  on  12  October 
2002  has  put  this  promising  economic 
performance  under  fire.  By  the  time  of 
this  review,  we  can  only  speculate  on  the 
short-term  impacts  of  this  tragedy  on  the 
real  sector  that  are  transmitted  through 
tourism  and  related  sectors.  Nevertheless, 
we  cannot  as  yet  assess  the  full  impact 
of  this  tragedy  since  it  depends  as  much 
on  the  economic  as  on  the  political  and 
security  responses  to  the  tragedy. 

So  far,  the  responses  were  swift.  On 
the  economic  front,  the  tragedy  initiated 
a  review  of  the  current  and  next  year's 
budgets.  The  review  resulted  in  more  re- 
asonable assumptions  for  next  year's  bud- 
get, as  well  as  an  increase  in  the  fiscal 


stimulus,  to  be  funded  using  fiscal  deficits. 
Mearnwhile7  on  the  politrcal  and  security 
fronts,  unequivocal  condemnation  of  ter- 
rorist acts  from  politicians,  as  well  as  the 
impressive  investigative  work  of  the  police 
force  in  capturing  the  alleged  perpetrators 
seem  to  have  cushioned  the  economy  from 
a  greater  negative  impact. 

On  the  monetary  side,  while  annual 
inflation  rate  is  expected  to  be  lower  than 
that  of  last  year,  achieving  the  targeted 
single-digit  inflation  rate  is  a  very  daunting 
task.  The  interest  rate,  which  has  been 
falling  for  the  past  few  months,  seems 
to  have  reached  bottom  and  we  believe 
will  remain  at  that  level  for  the  next  few 
months.  Meanwhile,  even  though  the  Bali 
bombing  has  hit  the  currency,  persistent 
interventions  by  the  central  bank,  as  well 
as  the  confidence  arising  from  the  current 
police  investigation  into  the  matter  seem 
to  have  stabilized  the  exchange  rate  in  the 
short  run. 

Furthermore,  in  this  period,  we  saw  the 
continuation  of  the  'saga"  surrounding  the 
banking  sector  restructuring.  Further  con- 
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Table  1 

GDP  GROWTH  BY  EXPENDITURE  (YEAR-ON-YEAR) 

Year  on  Year  Growth  Rale  (%)  Share  of 


2001                               2002  GDP 
 —       —   Q3-2002 


Items 

Q1 

Q2 

Q3 

Q4 

Q1 

Q2 

Q3 

(%) 

Private  Consumption 

4.2 

4.8 

5.6 

6.9 

6.6 

5.9 

4.9 

69.6 

Of  which  foods 

1.2 

2.7 

1.9 

-0.7 

0.9 

0.9 

1.3 

Of  which  non-foods 

7.7 

7.1 

9.8 

15.8 

13.0 

11.3 

8.8 

Government  Consumption 

6.0 

4.2 

11.9 

11.0 

6.7 

9.5 

16.0 

7.9 

Gross  Fixed  Capital  Formation 

15.0 

8.5 

0.2 

-1.7 

-7.6 

-4.5 

2.1 

18.5 

Exports 

18.4 

17.5 

6.8 

0.8 

-5.2 

-7.0 

1.6 

34.1 

Imports 

46.6 

34.8 

-0.4 

-23.8 

-25.7 

-21.0 

0.2 

(26.1) 

GDP  ■ 

4.0 

3.3 

i3.4 

2.9 

2.4 

3.8 

3.9 

100.00 

Source:  Central  Board  of  Statistics  (CBS). 


troversy  arose  as  the  central  bank,  the  gov- 
ernment^ the  Indonesian  Bank  Restructur-  _ 
ing  Agency  (IBRA),  private  (domestic)  in- 
vestors, and  politicians  battle  it  out  to 
nr^ake  the  most  out  of  the  restructuring 
enterprise.  The  current  hot  issues  have  been 
the  Bank  Indonesia's  Regulation  No  4/7/ 
PBI/2002,  and  the  government's  'release 
and  discharge'  order  for  big  obligors  who 
have  fulfilled  their  responsibilities  with  re- 
gard to  the  1998  government  liquidity 
assistance.  In  addition,  the  uncertainty  sur- 
rounding the  rules  governing  labor  relations 
and  the  progress  of  IMF's  Letter  of  Intent 
(Lol)  review  remains. 

In  sum,  this  review  reiterates  our  con- 
cerns made  in  the  previous  review  about 
the  sustainability  of  the  current  growth.' 
As  before,  private  consumption  and  invest- 
ment play  a  significant  role  in  driving  eco- 
nomic growth,  and  following  the  Bali 
bombing,  there  is  a  real  threat  of  worsen- 
ing confidence  for  both  consumers  and 


'staff  (2002):  237 


investors.  At  the  same  time,  export  re- 
covery^ remains  fragile,  especially  with 
continued  uncertainty  with  regards  to 
labor  relations  and  security.  However,  the 
experience  from  the  Bali  tragedy  also 
offered  a  consolation  that  when  the 
authority  and  politicians  respond  appro- 
priately and  swiftly,  a  non-economic  crisis 
need  not  translate  into  a  significant 
deepening  of  an  economic  crisis.  In  fact, 
it  can  potentially  help  economic  recovery 
by  boosting  public  confidence  on  the 
abilities  of  the  authority  to  respond  to 
further  crises  in  the  future. 

MACROECONOMIC  DEVELOPMENTS 

Economic  Growth 

In  the  third  quarter,  the  economy 
grew  by  3.9%  year-on-year,  bringing  a 
cumulative  growth  of  3.4%  during  the  first 
three  quarters  of  this  year  (Table  1).  Eco- 
nomic growth  continued  to  be  driven  by 
private  consumption,  which  contributes 
a  significant  69.6%  to  the  GDP  expenditure 
this  quarter.  The  grovyth  of  private  con- 
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Table  2 

ECONOMIC  GROWTH  BY  SECTOR  OF  PRODUCTION  (YEAR-ON-YEAR) 


-  - 

200.1. 

2002 

Items 

Q1 

Q2 

Q3  ■■ 

Q4- 

QV 

Q2 

Q3 

Agriculture 

3.66 

1.70 

-0.36 

-2.78 

-1.34 

6.13 

6.72 

(VI 1 1 1 1 1      cii  ivJ  v_^<ii  1  y  *'  'o 

6  ftS 

-0  3  3 

U.J  J 

-9  Ad 

1 

\  .  jU 

Manufacturing 

4.20  ■ 

4.79 

4.70 

3.61 

4.27 

2.71 

2.99 

Electricity,  gas  and  water 

7.34 

9.85 

8.93 

7.59 

7.89 

4.71 

5.08 

Construction 

6.19 

5.70 

3.50 

0.73 

1.68 

3.03 

5.73 

Trade,  hotel  and  restaurant 

6.80 

5.46 

5.69 

2.62 

3.23 

3.83 

4.33 

Transportation  &  Communication 

6.44 

6.99 

7.58 

8.94 

7.42 

8.27 

6.10 

Finance      _^  .     

3.88 

3__44 

_2.70  _ 

..  1.971.. 

2.73 

3.20 

3.40  . 

Services  .      -          ■■         —  ' 

1.28 

1.60 

2.27  ^ 

-  2.71  

2.40- 

1.49 

1.1  7 

GDP   

4.80 

3.79 

3.15 

1.60 

2.44 

3.82 

3.92 

Source:  CBS. 


to  $9.3  billion  also  contributed  to  the 
positive  growth  of  investment. 

After  slowing  down  in  the  first  two 
quarters,  exports  started  to  pick  up  in  the 
third  quarter  of  2002.^  According  to  the 
latest  figure  published  by  CBS,  both  oil 
and  non-oil  monthly  exports  reached  their 
lowest  level  in  August  and  started  to  pick- 
up in  September  2002  to  reach  $5,105 
million.  In  September,  non-oil  exports  in- 
creased by  3.9%  (y-on-y)  while  oil  and 
gas  exports  rose  by  5.6%  (y-on-y). 

Nevertheless,  there  are  worries  about 
the  sustainability  of  the  sources  of  growth. 
We  have  already  mentioned  the  weaken- 
ing trend  of  consumption  growth  for  the 
past  three  quarters.  In  the  near  future,  this 
trend  might  continue.  Consumer  confidence 
surveys,  conducted  by  Bl,  Danareksa  Re- 
search Institute  (DRI)  and  the  Central 


^For  a  detailed  discussion  on  export,  see  the 
following  section  on  Intemationai  Trade. 


sumption,  especially  non-food,  remained 
high  even  though  it  has  been  declining  for 
three  straight  quarters,  from  6.9%  in  Q4- 
2001  to  4.9%  in  Q3-2002.  A  source  of 
this  growth  is  consumption  credits.  Bank 
credits  to  finance  consumption  expenditure 
continue  to  grow  rapidly  by  more  than  40% 
(y-o-y),  while  credit  card  financing  grew  by 
87  %  year-on-year  in  Q2-2002  and  75%  in 
the  Q3-2002. 

Meanwhile,  after  suffering  negative 
growths  for  three  straight  quarters,  invest- 
ment started  to  grow  positively  by  2.1% 
(y-o-y)  in  Q3-2O02.  This  investment  re- 
covery can  be  attributed  to  increased 
confidence  in  the  economic  prospect  prior 
to  the  Bali  bombing,  such  as  relatively 
stable  domestic  socio-political  conditions, 
improved  general  macroeconomic  con- 
ditions (stable  prices,  declining  interest 
rates  and  stable  exchange  rate),  and  im- 
provement in  banking  and  stock  market 
performance.  In  addition,  public  invest- 
ment in  the  form  of. -the  continuation  of 
14  government's  mega-projects  amounting 
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Board  of  Statistics  (CBS),  suggest  a  leveling 
off,  and  even  a  downward  trend,  of  con- 
sumer confidence  that  began  in  June-July 
this  year.^  Similarly,  business  confidence 
indicators,  which  rose  in  the  second  quar- 
ter, showed  signs  of  fatigue  in  the  third 
quarter.'*  The  Bali  bombing  threatened  to 
worsen  both  consumer  and  investor  con- 
fidence. In  addition,  there  is  a  decline  in 
the  amount  of  approved  investment  by 
the  Coordinating  Board  of  Investment. 
Cumulative  approved  foreign  and  domestic 
investment^  during  January-August  2002  de- 
clined by  29.3%  (y-on-y)  and  46.5%  (y- 
on-y)  respectively.  Worse,  the  trend  of  for- 
eign-investment relocation  seems  to  con- 
tinue. In  the  third  quarter  of  2002  alone, 
19  textile,  as  well  as  some  electronics 
and  footwear  industries'  were"  reported 
to  have  relocated  their  plants  to  other 
countries.  The  main^asons  for  relocations 
were  increasing  production  costs  (from  in- 
creased electricity  and  fuel  prices),  un- 
certainties with  regards  to  labor  relations 
and  taxation,  deteriorating  security  and 
bad  public  governance. 

From  the  production  side,  we  see  in 
Table  2  that  the  growth  rate  of  major 
sectors  such  as  agriculture,  manufacturing, 
and  trade,  hotel  and  restaurant  acceler- 
ated in  Q3-2002  compared  to  Q2-2002. 


The  notion  of  weakening  consumption  growth 
is  also  supported  by  real  sector  indicators,  such  as 
car  sales.  After  reaching  the  peak  of  almost  25,000 
units  in  April  2002,  the  monthly  car  sales  declined 
to  around  22,500  units  in  July.  The  growth  of  car 
sales  declined  from  35.8%  (year-on-year)  in  April  to 
1.9%  in  July,  and  has  been  flat  since  then. 

''For  the  business  confidence  indicators,  see 
Bl's  Sun'ey  of  Investment  Activities  and  CBS's  Busi- 
ness Tendency  Index. 


Construction  also  recorded  high  growth  in 
Q3-2002  after  a  sluggish  performance  in 
the  first  and  second  quarter.  Mining 
sector's  poor  performance  was  mainly  due 
to  negative  growth  in  oil  production. 

International  Trade 

Export  performance  continued  to 
improve  in  the  third  quarter  of  2002.  In 
this  period,  exports  grew  by  5.3%  com- 
pared to  the  same  period  of  last  year. 
However,  the  cijmulatiye  export  value  of 
US$42.5  billion  in  the  first  nine  months 
of  this  year  was  still  slightly  lower  than  that 
of  the  same  period  in  2001.  Manufac- 
turing commodities,  which  accounted  for 
about  68%  of  the  last  nine  months  of 
total  exports,  grew  only  by  0.4%.  Agricul- 
ture, which  accounted  for  about  5%  of 
total  exports,  grew  by  5%,  while  oil  and 
gas  declined  by  13%  and  mining  by  3% 
(y-o-y  basis). 

Manufacturing  exports  experienced  de- 
clining growth  for  most  of  their  leading 
performers.  Moreover,  a  number  of  trad- 
itional manufacturing  foreign  exchange 
earners  in  the  manufacturing  sector,  like 
footwear,  textiles  and  garments,  were  no 
longer  on  the  top  ten  leading  performers 
list.  The  aforementioned  reasons-incre- 
ased production  costs  and  uncertainties  in 
terms  of  security  and  taxation  as  well  as 
rules  governing  labor  relations-are  claimed 
to  be  the  culprits  behind  the  weakening 
of  Indonesian  manufacturers'  export  com- 
petitiveness. 

On  the  other  hand,  agriculture  com- 
modities were  slowly  taking  the  lead.  Vege- 
table and  animal  oil/fat,  which  account  for 
about  5.4%  of  Indonesia's  total  non-oil 
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Figure  1 

YEAR-ON-YEAR  PERaNTACE  CHANGES  OF  EXPORT  VALUES  2000-2002 


■60 


— Agricullurt  -• — Manutecturt      — Mining  O — Oil  and  Oas      — Total  Export* 


Source:  CBS. 


Figure  2 

YEAR  ON  YEAR  PERCENTAGE  CHANCES  OF  IMPORT  VALUES 

2000-2002 


Source:  CBS. 
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Figure  3 

YEAR-ON-YEAR  INFUTION,  2000-2002 


Figure  4 

GROWTH  OF  MONEY  SUPPLY,  2000-2002 
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and  gas  exports,  experienced  a  very  high 
growth  rate  of  86%.  Cacao,  which  ac- 
counts for  about  1.5%  of  Indonesia's  total 
non-oil  and  gas  exports,  experienced  80% 
growth,  Similar  to  players  in  the  manufac- 
turing industries,  agricultural  exporters  ex- 
pressed their  fear  of  losing  competitiveness 
in  the  world  market,  particularly  with  re- 
gards to  the  tariff  and  non-tariff  distortion 
on  exports. 

Meanwhile,  this  period  also  saw  an  in- 
crease in  imports  by  22,7%  (y-6-y).  How- 
ever, the  cumulative  import  value  of  the 
first  nine-months  of  2002,  about  US$22.3 
billion,  was  only  about  90%  of  that  of  the 
same  peHod  last -year.' This  Increase  was 
maihiy  due  to  Imports  of  raw  material/m- 
termediate  inputs,  which  accounted  for 
about  79%  of  the  total  imports,  followed 
by  consumer  goods,  accounted  by  13%  of 
total  imports.  The  import  of  capital  goods, 
accounting  for  about  8%  of  total  imports, 
showed  a  minor  drop.  However,  the  value 
of  the  imported  consumer  goods  might 
be  significantly  underestimated  due  to 
illegal  imports.  There  has  been  an  incre- 
asing demand  for  customs  reforms,  but 
little  effort  has  been  made.  Although  the 
president  replaced  the  former  Director 
General  for  Customs,  until  now,  there  is 
no  mention  of  a  specific  reform  aimed  at 
reducing  smuggling. 

Balance  of  Payment:  Current  and 
Capital  Accounts 

After  experiencing  a  huge  current  ac- 
count deficit  of  US$5.1  billion  in  1997,  In- 
donesia has  since  then  been  running  cur- 
rent account  surpluses,  peaking  at  US$8 
billion  in  2000.  The  figure  for  2001  at- 


tracted some  concerns  as  the  surplus  de- 
clined by  14%  and  reached  only  US$6.9 
billion.  The  weakening  current  account 
surplus  was  driven  by  a  weakening  export 
performance.  The  preliminary  figure  from 
Bank  Indonesia  (Bl)  indicates  a  current 
account  surplus  of  US$3.4  billion  for  the 
first  half  of  2002.  This  was  approximately 
the  same  figure  as  that  in  the  same  period 
in  2001.  Net  exports  increased  in  the 
third  quarter  of  2002  and  the  services 
account  deficit  has  been  relatively  stable 
in  the  past  four  years.  Thus,  one  can  exjDect, 
that  the  current  account  surplus  in  the  first 
nine  months  of  2002  will  approach  last 
year's  figure  of  US$5.7  billion. 

The  first  semester  of-2002  witnessed 
a  capital  account  deficit  of  US$4  billion. 
The  deficit  was  mainly  due  to  a  con- 
tinued private  capital  outflows.  Short-term 
capitals  began  to  return  since  the  second 
semester  of  2001,  albeit  slowly.  On  the 
other  hand,  FDI,  which  is  long-term  in 
nature,  seems  to  be  persistently  flowing 
out  of  the  country.  In  the  first  semester  of 
2002,  FDI  net  outflow  reached  US$4.3 
billion,  which  was  more  than  double  the 
figure  of  the  second  semester  in  the  last 
year.  Private  conversations  with  Japanese 
individuals  revealed  that  Japanese  FDI  drop- 
ped by  69%  since  January  2002,  partly 
diverted  to  China  and  Vietnam. 

Monetary  Developments 

The  inflation  rate  during  the  calendar 
year  from  January  to  November  2002  re- 
ached 8.7%,  while  the  year-on-year  in- 
flation rate  in  November  was  10.5%.  The 
data  show  that  much  of  the  increase  in 
inflation  in  2002  comes  from  the  rapid 
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increase  in  prices  of  transport  and  com- 
munication, housing,  education  and  re- 
creation services.  The  prices  of  food  and 
clothing  tended  to  be  stable  until  October; 
however,  food-prices  increased  signific- 
antly in  November  during  the  holy  month 
of  Kamadhan.  Prices  of  clothes  remain 
stable,  with  a  cumulative  inflation  of  2.1% 
until  November.  The  government  has 
raised  fuel  prices  several  times  during  the 
year,  but  the  impact  of  rapid  increase  in 
transportation  costs  on  overall  inflation  has 
been  minimal,  mainly  because  food  prices 
have  been  relatively  stable.  Nevertheless, 
prices,  are  expected  to  increase  more 
rapidly  towards  the  end  of  the  year,  given 
the  increase  in  the  taxes  and  floor-prices 
of  cigarettes  as  well  as  demand  side 
pressure  during  the  holiday  seasons  of 
December. 

While  single  digit  inflation  might  not 
be  achieved  in  2002,  we  expect  a  mode- 
rate inflationary  pressure  in  the  medium 
run  because  monetary  fundamentals  are 
kept  under  control.  The  annual  growth  of 
base  money  (Mo)  increased  from  about  5% 
(y-o-y)  in  August  to  about  7.1%  in  October, 
and  we  estimate  that  this  rate  of  growth  is 
still  within  an  appropriate  range  to  achieve 
single  digit  inflation  in  the  long  run.  The 
level  of  base  money  has  been  kept  about 
5%  below  the  target  for  the  last  six  months. 
The  growth  of  narrow  money  (Ml)  has 
increased  slightly  from  9%  (y-o-y)  during 
the  last  quarter  to  about  10%  this  quarter. 
In  the  same  period,  the  growth  of  broad 
money  (M2)  increased  from  5-6%  (y-o-y) 
to  10%  due  to  rapid  increase  in  time  deposit. 

With  regards  to  the  interest  rate,  Bl 
has  been  more  aggressive  in  reducing  the 


S13I  interest  rate  since  August,  but  incre- 
ased uncertainty  after  the  Bali  bombing 
and  larger  inflationary  pressure  towards  the 
end  of  the  year  seems  to  halt  the  declining 
trend  of  interest  rates.  The  rate  of  1 -month 
-SBI  declined  from  14.4%  in  August  to  13.1  7o 
in  October,  while  that  of  the  3-month  SB! 
dropped  from  15.0  to  13.1%.  However,  the 
intervention  rate  or  the  rate  offered  by 
Bl  to  absorb  the  excess  liquidity  in  the 
banking  system  (leftover  after  the  SBI 
auction)  is  kept  constant  at  13.1%  (7  day) 
and  12.6  (overnight).  The  fact  that  the  in- 
tervention rates- are  kept  constant  shows 
the  reluctance  of  Bank  Indonesia  to  reduce 
the  interest  rate  more  aggressively. 

Lower  interest  rates  boosted  the  activ- 
ities, fn"  the  bond  market  prior  to  the  Oc- 
tober bombing.  Government  recap  bond 
with  fixed  interests,  some  of  them  are  at 
about  14-15%,  became  very  attractive  as 
the  interest  rate  declined  to  almost  13%. 
These  government  bonds,  mostly  with  2-3 
years  tenor,  were  traded  at  the  price  of  102- 
105,  while  some  others  with  longer  mat- 
urity are  still  traded  at  around  93-94.  The 
volume  of  monthly  transaction  increased 
rapidly  from  about  Rp.  7  trillion  in  June  to 
about  Rp.  16  trillion  in  September.  While 
the  trading  activities  of  the  government 
recap  bonds  have  been  more  active,  the 
total  amount  of  government  bond  traded 
in  the  secondary  market  remains  small  at 
about  8%  of  total  government  recap  bonds. 

Meanwhile,  in  the  money  market,  the 
rupiah  has  been  steady  at  about  Rp.  9,000/ 
US.$  up  to  the  Bali  bombing  because  of 
lower  inflation,  improved  security,  lower 
swap  premium,  and  higher  confidence  in 
the  economy  in  general.  The  bombing  led 
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to  negative  market  reactions  both  in  the 
currency  and  stock  markets.  However, 
heavy  interventions  by  Bank  Indonesia  im- 
mediately after  the  blast,  as  . well  as  some 
favorable  news  in  the  following  two 
months  have  led  to  rupiah  returning  to 
around  Rp.  9,000/US$  in  mid-November. 

In  the  medium  run,  however,  we  have 
serious  cbncerns  over  the  stability  of  the 
rupiah  towards  the  mid  of  2003  because 
of  a  potential)  balance  of  payment  prob- 
-  lem.  Export  recovery  js  likely  to  be  weaker 
than  expected,  net  capital  outflow  persists, 
"  and  without  Bny  significant  improvement 
in  confidence,  the  supply  of  US$  will  be 
-  limited.    From  the  demand- side,  foreign 
.  Jiability  of  the. government  in  .terms  of.  debt 
service  payment  will  be  massive  in  2004 
and  beyond,  and  if  there  is  no  extension 
of  the  IMF  contract  by  the  end  of  2003, 
there  will  be  no  further  debt  rescheduling 
through  the  Paris  Club  in  2004.  Another 
factor  to  be  watched  carefully  is  the  pro- 
gress of  economic  reform  in  Japan  and  the 
value  of  the  yen.  A  lower  value  of  the  yen 
would  lead  to  further  depreciation  of  the 
rupiah. 

The  Jakarta  stock  market  took  a  hit 
after  the  Bali  bombing.  The  already  bear- 
ish market  was  hit  hard  immediately  after 
the  bombing  as  the  stock  price  declined  by 
more  than  10%  and  reached  337,  which 
was  the  lowest  level  since  1998.  The  decline 
in  the  stock  price  is  expected  to  be  temp- 
orary because  the  prices  were  already  very 
low  and  the  market  has  also  been  very 
thin.  Recent  progress  in  the  bombing  in- 
vestigation did  not  have  any  real  impact 
on  the  market.  With  no  improvement  in 
the  investment  climate  and  weak  prospects 
for  growth,  the  gloomy  picture  in  the  stock 


market  is  expected  to  remain  for  a  while. 
Investors  are  more  interested  in  fixed  in- 
come portfolios  like  corporate  and  govern- 
ment, bonds,,  or  mutual  funds  based  on 
these  bonds. 

After  the  Blast:  A  Preliminary  Assess- 
ment 

The  encouraging  growth  performance 
in  the  third  quarter  of  2002  was  unex- 
pectedly disrupted  by  the  Bali  Blast 
tragedy  on  12  October  2002.  All  tourism-  - 
related  sectors  were  immediately  hit  by 
the  bombing,  including  transportation  and 
communication,  hotel,  trade  and  restaur- 
ants, and  the  financial  sector.  But  the  de- 
gree and  duration  of  any  economic  down- - 
turn  will  also  depend  on  the  government's 
response  to  the  bombing. 

It  remains  to  be  seen  how  severe  and 
extensive  the  impact  of  the  bombing  on 
the  economy  will  be;  yet  the  absence  of 
any  significant  government  stimulus  could 
lead  to  around  0.8%  reduction  in  pot- 
ential growth  next  year.  The  contribution 
of  tourism  in  the  economy  is  relatively 
small  at  around  3.7%  of  the  GDP,  but 
a  possible  30%  contraction  in  this  sector 
could  potentially  lead  to  1  %  cut  of  the 
GDP  growth  in  2003.  Combined  with  the 
trade  sectors,  the  contribution  of  hotel, 
trade  and  restaurant  in  the  GDP  is  largely 
at  around  15-16%,  so  that  any  contraction 
in  this  sector  would  certainly  impact  on 
growth.  In  response  to  this,  the  govern- 
ment has  announced  an  extra  fiscal  sti- 
mulus in  the  2003  State  Budget.^ 


^The  effectiveness  of  this  stimulus,  however, 
is  still  questionable.  See  the  following  section. 
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The  government's  responses  to  the 
threat  of  terrorism  and  the  progress  in 
police  investigation,  such  as  the  success- 
ful arrest  of  the  alleged  terrorists,  have  re- 
cently raised  public  confidence.  The  res- 
toration of  confidence  is  shown  by  the 
quick  recovery  in  hotel  occup^Cy  rate 
in  Bali.  Right  after  the  Bali  tragedy  oc- 
cupancy rate  in  Bali  dropped  from  80%  to 
20%,  but  currently  the  occupancy  rate  has 
returned  to  50%. 

However,  the  increase  in  risk  premium 
after  the  bombing  is  expected  to"  stay  for  a 
while.  First,  the  threat  of  terrorism  is  part 
of  a  global  phenomenon,  which  will  re- 


main in  2003.  Second,  Indonesia  is  the 
largest  country  in  terms  of  Muslim  popu- 
lation, so  that  there  could  be  elements 
within  the  population  that  remain  sym- 
pathetic or  conimitted  to  the  radical  or 
militant  cause.  Third,  domestic  political 
climate  would  be  unsupportive  for  diffi- 
cult political  decisions  in  the  face  of  gen- 
eral election  in  2004.  Therefore,  while 
the  impact  of  the  bombing  tragedy  on 
economic  growth  could  be  minimized  by 
the  government's  fiscal  stimulus  and 
the  progress  of  the  investigation,  the  pro- 
longed impact  of  the  tragedy  will  remain 
in  the  form  of  a  higher  risk  premium  and 
a  gloomy  investment  climate.  - 


Figure  5 


THE  MOVEMENT  OF  THE  RUPIAH  AND  JSX,  JAN-NOV  2002 
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Increased  risk  premium  will  put  a 
pressure  on  the  current  account,  through 
various  channels,  from  higher  shipping 
-costs.to  lower  purchase  orders  of  Indo- 
nesia's exports.  As  such,  it  is  less  likely 
that  the  surplus  will  be  as  high  as  that  in 
2000.  In  addition  to  the  risk  premium, 
the  decline  in  the  current  account  will 
result  in  a  potential  decline  in  tourism.  Re- 
ceipts from  tourism  account  for  more  than 
70%  of  the  current  surplus,  and  any  de- 
cline in  tourism  would  significantly  affect 
the  current  account.  As  such,  a  proper 
government  response  -which  necessarily 
entails  the  state  budget  revision-  is  im- 
perative. 

2003  STATE  BUDGET  AND  THE  BALI 
AFTERMATH 

The  Bali  bombing  has  forced  the  gov- 
ernment to  review  both  current  and  next 
year's  budgets.  The  deficit  in  2002  is  ex- 
pected to  remain  the  same,  but  the  gov- 
ernment is  facing  difficulties  in  financing 
the  deficit,  partly  due  to  the  delay  in  priv- 
atization programs.  Because  of  the  bomb- 
ing, the  government  decided  to  create 
an  additional  fiscal  stimulus  and  to  incre- 
ase the  fiscal  deficit  to  allow  more  incent- 
ives for  economic  recovery.  While  the 
targeted  fiscal  deficit  is  modest,  the  question 
still  remains  whether  the  government  has 
the  ability  to  finance  the  deficits  from  its 
current  sources. 

Last  month,  the  parliament  approved 
next  year's  revised  budget  of  the  Govern- 
ment of  Indonesia.  In  the  new  budget, 
the  economic  growth  projection  was  re- 
vised downward  from  5%  to  4%  due  to 
concerns  over  the  worsening  economic 
performance  after  the  Bali  bombing.  The 


inflation  rate  assumption  is  increased  from 
8%  to  9%,  while  interest  rates  remain  at 
13%.  As  the  exchange  rate  already  soared 
to  around  Rp.  9200/US$  right  after  the 
bombing,  this  assumption  is  also  revised 
from  Rp.  8700  to  Rp.  9000  per  US$.  The 
oil  price  forecast  increases  to  US$22/barrel 
compared  to  the  previous  assumption  of 
US$20,  while  its  production  also  incre- 
ases slightly  to  1.27  million  barrel  per  day. 

These  assumptions  are  more  realistic 
"  than  those  of  the  previous  budget  -  whose 
assumption  of  5%  growth  in  2003  had 
drawn  many  criticisms  as  being  unrealistic. 
It  is  difficult  for  the  Indonesian  economy 
to  reach  a  higher  level  of  economic  growth 
-  with  existing-uncertainties.  Other  macro- 
economic  indicators  seem  to  be  attainable. 
Yet,  the  exchange  rate  is  difficult  to  main- 
tain at  around  Rp.  9000  without  appro- 
priate actions  to  improve  the  macroeco- 
nomic  conditions. 

In  this  revised  budget,  the  government 
is  forecasting  a  budget  deficit  of  1.8%  of 
GDP,  slightly  higher  then  the  previous 
one  of  1.3%.  The  increase  comes  from  a 
significant  expansion  of  2.5%  in  govern- 
ment expenditures.  This  expansion  comes 
in  the  form  of  an  increase  in  develop- 
ment expenditures.  The  government  pro- 
poses to  disburse  extra  money  of  more 
than  ten  trillion  rupiah  as  development 
financing  to  stimulate  the  economy.  This 
fund  will  support  infrastructure  improve- 
ments and  other  economic  activities  that 
can  open  more  investment  opportunities. 
However,  the  effectiveness  of  the  stimulus 
is  still  questionable.  First,  the  government 
does  not  provide  the  details  on  the  use  of 
this  fund.  Second,  the  timing  is  also  im- 
portant. If  the  stimulus  is  intended  for  a 
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post-bombing  recovery,  the  disbursement 
should  take  place  as  soon  as  possible.  Yet, 
the  government  plans  to  spend  the  money 
later,  in  the  second  quarter  of  next  year. 

In  addition  to  the  increase  of  the 
central  government's  development  ex- 
penditure, the  revised  2003  budget  also 
proposes  more  money  for  local  govern- 
ments. In  general,  there  will  be  an  increase 
of  more  than  Rp.  3.6  trillion  from  the 
amount  of  Rp.  113  trillion  previously 
transferred  to  regions  as  balanced  funds. 
It  is  expected  that  the  extra  money  can 
also  give  a_  boost  to  local  economic  ,  per- 
formance. 

Moreover;"  the  weakening"  of  economic 
performance"  required  a  revision  to  the 
government's  projection  of  its  tax  revenue. 
The  revenue  frpm  tax,  which  accounts  for 

Table  3 

SUMMARY  OF  THE  REVISION  TO  THE  2003  STATE  BUDGET 


Proposed  Revised 


Budget 
(in  Rp.  billion) 

%  to 
GDP 

Budget 
(in  Rp.  billion) 

%  to 
GDP 

Changes 

A. 

Total  Revenues  and  Grants 

327,834.2 

16.8 

336,155.5 

17.3 

8,321.3 

1.    Domestic  Revenues 

327,834.2 

16.8 

336,155.5 

17.3 

8,321.3 

11.  Grants 

0.0 

0.0 

0.0 

0.0 

0.0 

B. 

Expenditures 

354,097.5 

18.1 

370,591.8 

19.1 

16,494.3 

1.    Central  Government 

expenditure 

240,881.2 

12.3 

253,714.1 

13.1 

12,832.9 

1.  Current  Expenditures 

186,381.4 

9.5 

188,584.3 

9.8 

2,202.9 

2.  Development  Expenditures  54,499.8 

2.8 

65,129.8 

3.4 

10,630.0 

II.  Transfer  to  Regions 

113,216.3 

5.8 

116,877.7 

6.0 

3,661 .4 

C. 

Primary  Balance 

54,624.1 

2.8 

47,538.9 

2.5 

-7,085.2 

D.  Overall  Balance 

-26,263.3 

-1.3 

-34,436.3 

-1.8 

-8,173 

E. 

Net  Financing 

26,263.3 

1.3 

34,436.3 

1.8 

8,173.0 

1.    Domestic  Financing 

16,851.6 

0.9 

22,450.1 

1.2 

5,598.5 

II.  Foreign  Financing 

9,411.7 

0.5 

11,986.2 

0.6 

2,574.5 

Source:  Ministry  of  Finance. 


75%  of  the  whole  revenue,  is  expected 
to  decline  by  2.5%.  It  implies  a  slight  re- 
duction of  tax  ratio  from  13.3%  to  13.1%. 
Assuming  4%  growth,  a  large  upsurge  of 
non-oil  income  tax  revenue  can  no  longer 
be  expected.  The  government  adjusted 
the  revenue  to  only  Rp.  106  trillion;  a  drop 
of  Rp.  6  trillion  from  its  previously  ex- 
pected earning.  As  with  the  drop  of  in- 
come tax  revenue,  non-income  tax  re- 
venue is  also  expected  to  fall  by  around 
1%.  Nevertheless,  with  the  changing  as- 
■  - sumption  about  exchange  rate  and  oil  : 
and  gas  production,  the  earnings  from 
natural  resources  is  expe;cted  to  increase 
by  around  20%.  This  change  compensates 
"  the  reduction  in  tax  revenue,  so  that  as 
"  a  whole  government  revenue  is  expected- 
to  increase  by  around  Rp.  8.3  trillion  or 
2.5%. 
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To  finance  the  budget  deficit,  this  re- 
vised budget  increases  the  expected  con- 
tribution from  IBRA's  asset  sales  by  50%. 
It  is  a  very -ambitious  target,  as  the  agency 
so  far  has  not  been  performing  very  well- 
It  is  even  more  difficult  since  after  the 
recent  asset  sales  there  will  be  very  little 
valuable  asset  left  at  the  agency  sale  next 
year.  The  government  is  also  expecting 
to  withdraw  money  from  its  reserve  ac- 
count in  Bank  of  Indonesia  by  around 
Rp.  8.5  trillion  to  finance  the  deficit. 

The  other  main  source  of  financing 
will  come  from  foreign  financing.  Around 
Rp.  12  trillion  will  be  expected  to  contri- 
bute to  the_financing,  Rp.._2.5  trillion  higher 
than  the  previous  projection.  Around  Rp. 
29.25  trillion  will  be  requested  from  Con- 
sultative Group  on  Indonesia  (CGI)  in  the 
next  meeting  in  early  2003,  of  which  more 
than  a  half,  Rp.  17  trillion,  will  be  used 
to  serve  the  amortization  of  foreign  loan. 
While  it  is  higher  than  previously  ex- 
pected in  the  draft  budget,  the  gross  for- 
eign financing  is  much  lower  than  Rp.  35 
trillion  in  this  year's  budget. 

BANKING  SECTOR  RESTRUCTUR- 
ING: THE  SAGA  CONTINUES 

There  has  been  some  progress  in  bank 
restructuring  programs,  especially  the 
sales  of  bad  assets  and  the  settlements 
with  bank's  shareholders.  But  there  are 
various  controversies  surrounding  these 
actions,  such  as  the  speculation  that  those 
assets  were  purchased  back  by  the  pre- 
vious owners  using  banks  loans  and  third 
party  involvement,  the  conflict  between 
IBRA  and  Bank  Indonesia  over  Bl's  new 
regulation,  and  the  controversial  decisions 
to  issue  release  and  discharge  for  big 
obligors. 


The  Controversy  Surrounding  Bank 
Indonesia's  Regulation  No  4/7/PBI/ 
2002 

Last  September  Bank  Indonesia  issued 
a  new  reguiation  aimed  at  restricting  the 
amount  of  credit  assets  that  a  bank  could 
buy  from  IBRA.  Under  the  regulation  the 
maximum  amount  of  assets  that  a  bank  is 
allowed  to  buy  should  not  exceed  50%  of 
the  value  of  its  own  core  assets  (Article  13). 
The  main  objective  of  the  regulation  is  to 
ensure  the  soundness  of  the  banking 
sector.  Bank  Indonesia  is  correctly  worried 
that  if  banks  are  allowed  to  acquire  too 
much  of  those  assets,  especially  un-re- 
structured  ones,  their  rfsk  exposures  are 
likely  to  increase  and  hence  will  reduce 
their  capital  adequacy  ratios  (CAR). 

The  controversy  emerged  from  the 
resistances  of  IBRA  and  some  domestic 
banks  against  the  new  regulation.  On 
the  one  hand,  IBRA,  whose  mandate  will 
expire  in  2003,  is  understandably  eager 
to  get  rid  of  those  assets.  By  limiting  the 
amount  of  assets  that  any  one  bank  can 
buy,  the  central  bank  essentially  forces 
IBRA  to  work  harder  to  sell  the  assets  un- 
der its  control.  IBRA,  however,  does  not 
have  a  valid  reason  to  ask  for  an  annul- 
ment of  the  regulation,  since  there  are 
other  buyers  than  national  banks.  It  seems 
that  IBRA  fails  to  see  how  the  soundness 
of  the  banking  sector  may  be  put  at  risk 
without  the  above-mentioned  restriction. 
Or  perhaps  it  cares  only  about  disposing 
those  assets  and  less  about  the  soundness 
of  the  banking  sector,  which  after  all  is 
not  its  responsibility. 

Some  domestic  banks  (e.g..  Bank  Man- 
diri),  on  the  other  hand,  are  also  pressuring 
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Bl  to  withdraw  the  regulation,  arguing 
that  by  restricting  the  amount  that  they 
can  buy,  the  domestic  banks  as  a  whole 
can  acquire  only  around  Rp.  35  trillion 
of  the  total  assets  of  about  Rp.  200  trillion 
(in  nominal  terms)  offered  by  IBRA.  The 
rest  will  go  to  foreign  banks  and  other 
institutions.  In  their  views,  domestic  banks 
should  be  allowed  to  absorb  as  much 
assets  as  possible.  However,  out  of  the 
total  nominal  amount  of  Rp.  81.57  trillion 
sold  by  IBRA  since  January  2002,  banks 
have  only  acquired  Rp.  5.54  trillion.^ 
At  this  rate,  domestic  banks  will  still  be 
able  to  acquire  close  to  Rp.  30  trillion  of 
the  remaining  assets. 

it  should  be  mentioned  that. ..Bank 
Mandiri  has  formed  four  consortia  to  buy 
IBRA's  assets  and  the  consortia  have  ac- 
quired about  Rp.  5^  trillion  out  of  the 
Rp.  5.54  trillion  acquired  by  banks.  This 
may  explain  why  Bank  Mandiri's  man- 
agement has  been  trying  hard  to  force  Bl 
to  revoke  the  regulation  mentioned  above. 
It  should  also  be  noted  that  Bank  Mandiri 
used  about  Rp.  3.1  trillion  of  re-capitaliza- 
tion bonds  to  pay  the  amount,  which 
explains  why  Bank  Indonesia  is  worried 
that  the  soundness  of  the  banking  sector 
may  be  at  stake  if  banks  are  allowed  to 
buy  unlimited  amount  of  IBRA's  assets. 

Missing  from  the  banks'  argument  is 
how  domestic  banks  will  take  up  more 
of  the  assets  without  jeopardizing  their 
CAR.  In  other  words,  it  seems  that  the 
managements  of  the  banks  are  willing 
to  lake  greater  risks  in  exchange  for  higher 


'Kompas.  November  14,  2002. 


short  run  expected  profits.  Meanwhile, 
lending  activities,  which  should  be  one  of 
banks'  main  sources  of  income,  remain 
low.  As  of  July  2002,  loan  to  deposit  ratio 
(LDR)  is  only  around.  34.9%.  As  a  com- 
parison, in  1997  LDR  was  about  82.6%. 

There  is  another  possible  explanation 
as  to  why  Bl  issued  the  above  regulation. 
There  is  an  assertion  that  some  previous 
owners  of  the  assets  offered  by  IBRA  have 
been  trying  hard  to  buy  back  those  assets 
and  that  they  have  received  help  from  cer- 
tain banks  in  their  attempts.  Hence,  in 
addition  to  making  sure  that  banks  do 
follow  sound  banking  practices,  it  seems 
that  Bl  is  also  trying  to  prevent  those 
owners  to  acquire  back  their  assets,  or  at 
least  limiting  the  amounts  that  they  can 
acquire. '  Under  the  law,  previous  owners 
are  not  allowed  to  buy  back  their  assets. 

The  pressure  on  Bl  to  revoke  the  regu- 
lation also  comes  from  members  of  the 
parliament.  But,  until  the  writing  of  this 
report,  there  is  no  sign  that  Bl  will  cave  in 
to  those  pressures. 

The  Release  and  Discharge  Con- 
troversy 

Recently,  a  controversy  has  emerged 
out  of  the  government's  motion  to  issue 
orders  of  release  and  discharge  for  some 
big  obligors.  In  1998,  these  obligors  re- 
ceived around  Rp.l44  trillion  of  liquidity 
assistance  from  the  government  when  their 
banks  faced  shortages  of  liquidity  as  a 
result  from  bank  runs.  There  are  actually 
two  issues  surrounding  the  controversy. 
The  first  one  is  concerning  whether  or 
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not  the  government  should  issue  such  de- 
crees. On  the  one  hand,  there  are  those 
who  argue  that  the  government  should  not 
issue  any  order  of  release  of  discharge  since 
the  process  to  determine  whether  or  not 
the  obligors  in  question  have  met  their 
obligations  was  not  transparent.  Moreover, 
to  issue  any  order  release  and  discharge 
under  such  circumstances  is  in  violation 
of  the  existing  contracts  (e.g.,  master  of 
settlement  and  acquisition  agreement, 
MSAA).  They  further  argue  that '{hose  who 
receive  release  and  discharge  are,  under 
the  country's  criminal  law,  still  liable  for 
the  violation  of  the  banking  law  on  legal 
lending  limit. 

On  the  other  hand,  there  are  those 
who  argue  that  MSAAs  were  actually  out- 
of-court  settlements  between  the  govern- 
ment and  the  obligors  and  were  meant  to 
minimize  the  settlement  costs  and  to 
avoid  a  prolonged  banking  crisis.  They 
further  argue  that,  however  imperfect  the 
existing  MSAAs  are,  the  government 
should  issue  orders  of  release  and  discharge 
for  those  who  have  met  their  obligations 
under  the  agreements. 

The  second  issue  concerns  who  should 
sign  the  order  of  release  and  discharge.  So 
far  nobody  is  willing  to  do  that  which  may 
be  interpreted  as  a  sign  of  a  lack  of  leader- 
ship within  the  government.  As  a  result, 
nobody  is  willing  to  bear  the  responsibility 
and  sign  those  orders.  Nobody  in  the  gov- 
ernment seems  to  realize,  or  perhaps 
more  correctly  to  care,  that  postponing 
the  settlement  of  this  issue  may  also  mean 
further  postponing  the  recovery  of  the 
economy. 


OTHER  ISSUES 

Two  final  issues  to  be  discussed  are 
•the  supposedly-..^inal: -Stages  of.^the  govern- 
ment's relations  with  the  IMF  and  the 
continuous  uncertainties  with  regards  to 
the  rules  governing  labor  relations.  While 
the  former  issue  seems  to  have  gradually 
become  less  relevant  to  the  real  economy 
other  than  providing  a  positive  signal  to 
get  further  assistance  from  other  donor 
agencies,-,  the  latter  has  reaf  tnipacts  on 
the  investment  decision  of  foreign  investors 
in  Indonesia's  manufacturmg  sector. 

Implementation  and  Review  of  the 
Letter  of  Intent 

.The  government  and  the  IMF  had 
finally  signed  the  latest  review  and  the 
supplement  to  the  sixth  Lol  in  November. 
The  signing  was  initially"  scheduled  for 
early  October,  but  was  delayed  because 
the  government  was  unable  to  meet 
several  key  targets,  such  as  asset  sales  and 
the  government  bonds  auction  process. 
The  slow  deliberation  in  the  parliament 
has  also  contributed  to  the  delay.  For 
example,  there  was  the  prolonged  delay 
of  the  setting  up  of  an  Anti-Corruption 
Committee  and  the  ratification  of  the  Law 
on  Government  Bond.  But  apart  from  that, 
the  IMF  stated  that  the  government  has 
done  well  in  meeting  the  quantitative 
targets,  such  as  inflation,  base  money 
growth  and  fiscal  deficit. 

The  supplement  consists  of  the  latest 
developments  and  achievements  of  the 
government's  reform  process,  as  outlined 
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in  the  comprehensive  2001  Memoirandum 
of  Economic  and  Financial  Policies  (MEFP), 
and  in  its  latest  review,  June  2002.  Follow- 
ing the  signing,  the  IMF  is  expected  to 
disburse  a  loan  amounting  to  US$340  mil- 
lion in  early  December.  The  proposed 
loan  disbursement  is  part  of  the  US$5 
billion  loan  tranche  committed  by  the  IMF 
in  1998.  So  far,  the  Fund  has  disbursed 
around  US$2.8  billion  of  its  commitment 
in  six  terms.  The  remaining  US$2.2  billion 
is  to  be  released  in  2003. 

However,  unlike  in  the  past  two  or 
three  years,  this  recent  delay  of  loan  dis- 
bursement has  not  significantly  affected 
the  market  sentiment.  This  may  be  seen 
as  sign  that  the  market  no  longer  con- 
siders the  IMF  as  important  in  driving  the 
economy.  Hence,  the  government  may 
stick  to  its  current  plan  to  end  ties  with 
the  Fund  and  repay  the  loans  by  the  end 
of  2003.  But  at  the  same  time,  it  is  import- 
ant for  the  government  to  have  a  good 
'exit  plan',  consisting  of  a  clear  post-IMF 
reform  agenda.  One  of  the  important 
agendas  is  to  ask  the  international  donor 
groups,  especially  the  CGI  and  Paris  Club, 
not  to  tie  the  loan  and  rescheduling 
commitments  to  the  IMF  program. 

The  New  Labor  Bills'  ''Tug  of  Wai^ 

The  House  of  Representatives  failed  to 
ratify  the  controversial  labor  bill  package, 
consisting  of  the  Bill  on  Guidance  and  Pro- 
tection of  Manpower  (RUU  PPK)  and  the 
Bill  on  Resolution  in  Industrial  Relation 
Disputes  (RUU  PPHI),  b.y  the  deadline  in 


September.  Both  employers'  and  workers' 
associations  objected  to  the  bills  in  their 
proposed  form.  In  addition,  the  government 
and  the  House  also  agreed  to  drop  the 
Law  No^  25/1997  on  Manpower,  which, 
in  the  absence  of  a  new  law,  was  sup- 
posed to  be  automatically  implemented. 

Revoking  the  bills  would  automatically 
keep  the  old  labor  laws,  the  Law  No.  22/ 
1957  on  the  Labor  Dispute  Resolutions, 
and  Law  No.  12/1964  on  Employment 
-Termination  in  Private  Establish rhernts. 
Under  those  laws,  the  government  dom- 
inates the  industrial  system.  These  laws 
are  seen  as  no  longer  suitab[e  in  a  more 
democratic  and  decentralized  Indonesia; 
and,  therefore,  they  are  unlikely  to  prevail 
in  the  long  term.  The  House  is  now  plan- 
ning to  draft  a  new  bill  in  cooperatfon 
with  the  employers  and  workers  associ- 
ations, to  be  deliberated  next  year. 

The  Minister  of  Manpower  and  Trans- 
migration Jacob  Nuwa  Wea  stated  that,  in 
the  absence  of  a  new  labor  law,  the  gov- 
ernment would  continue  to  implement 
the  Ministerial  Decree  No.  150/2000  on 
Compensation  for  Dismissed  Workers  and 
Pension  Renumeration.  But  the  Indonesian 
Employers  Association  (Apindo)  argued  that 
there  is  no  legal  basis  to  reinstate  the  de- 
cree. When  issued  in  2000,  employers  re- 
acted negatively  to  the  Decree,  arguing 
that  some  clauses  in  the  Decree  would 
impose  a  heavy  financial  burden  on  them. 
According  to  the  Decree,  employers  are 
required  to  provide  severance  pay  to 
workers  who  voluntarily  resign.  The  gov- 
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ernment  responded  by  revising  some  ar- 
ticles on  tlie  Decree  through  the  Minis- 
terial Decrees  No.  78/2001  and  No.  111/ 
2001.  But  these  revisions  triggered  massive 
and  violent  labor  protests  in  July  2001. 
The  government  then  cancelled  the  re- 
visions and  reinstated  the  Ministerial 
Decree  No.  150/2000  until  a  National  Tri- 
partite Forum  is  established.  However,  the 


tripartite  forum  was  too  difficult  to  form, 
because  labor  unions  could  not  agree  on 
who  would  represent  them. 
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PEACE  BUILDING 
AND  STATE  BUILDING 
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This  volume  contains  six  papers  originally  prepared  for  a 
Task  Force  created  by  the  Council  for  Asia  Europe  Coop- 
eration (CAEC).  The  study  of  East  Timor,  which  was  under- 
taken as  a  collaboration  between  scholars  from  East  Timor, 
Australia,  and  Indonesia,  aims  mainly  to  examine  East 
Timor's  challenges  and  how  it  can  best   respond  to  them. 

The  first  paper  written  by  Dionisio  Babo-Soares  examines  the 
political  transition  in  East  Timor.  He  identifies  four  types 
ot  players  that  shape  the  political  transformation  in  East  Timor;  UNTAET,  the  East  Timorese 
political  community,  the  ordinary  people,  and  the  Catholic  church.  The  second  paper  by  James 
J.  Fox  presents  an  assessment  of  UNTAET's  role  in  building  local  capacities  for  the  future.  The 
third  paper,  which  was  written  by  Dionisio  Babo-Soares,  discusses  law  and  order,  including 
the  management  of  internal  security  in  East  Timor.  The  fourth  paper,  presented  by  Rizal  Sukma, 
analyzes  East  Timor's  security  challenges.  This  is  followed  by  a  paper  written  by  Helder  da 
Costa  and  Hadi  Soesastro.  They  present  their  views  and  assessment  on  the  economic  devel- 
opment in  East  Timor  and  its  future  challenges.  The  last  paper  by  Landry  H.  Subianto  dis- 
cusses the  role  of  various  international  institutions  in  the  process  of  peace-building  and 
state-building  in  East  Timor. 

This  volume  is  recommended  for  those  who  are  interested  in  the  studies  of  East  Asia  and 
Southwest  Pacific,   in  particular  of  East  Timor. 


Peace  Building 
and  State  Building 
in  East  Timor 


2002.  1-'  Ed.,  vl  +  1 70  pp.;  25  cm,  ISBN  979-8026-77-2,  Rp  40.000,00 
(overseas;  US$40.00,  postage  by  airmail  included) 


REVIEW  OF  POLITICAL  DEVELOPMENT 


The  Bali  Inferno  and 

The  Settlement  of  Aceh  Conflict 

Staff,  Department  of  Politics  and  Social  Change,  CSIS 


THE  BALI  BOMB  BLAST 

POWERFUL  explosions  rocked  Bali 
on  Satuday  night,  12  October  2002, 
taking  the  lives  of  almost  200 
people  and  injuring  many  others-foreign 
tourists  as  well  as  Indonesian  locals.  The 
first  bomb  exploded  inside  of  Paddy's  Cafe 
in  the  heart  of  Kuta  tourist  district  just 
before  midnight.  This  was  followed  by 
a  massive  explosion,  later  found  to  be 
caused  by  a  car  bomb,  that  ripped  through 
the  nearby  Sari  Club.  A  smaller  blast  oc- 
curred near  the  American  Consulate  Gen- 
eral Office  in  Denpasar.  However,  no  one 
was  injured  in  the  third  explosion  and 
only  minor  damage  occurred. 

Bali  bomb  blast  was  widely  regarded 
as  the  second  biggest  terrorist  attack  after 
the  9-1 1  tragedy.  No  wonder  that  it  was 
all  too  important  and  strategic  for  many 
countries.  To  international  community. 


United  States  in  particular,  the  attack 
proved  evenmore  the  existence  of  terror- 
ist's threat  as  a  global  concern.  To  Indo- 
nesian immediate  neigbor,  Australia,  the 
attack  was  very  serious,  not  only  because 
Australia  considered  Bali  as  its  own  back- 
yard, but  because  approximately  90  of 
around  180  dead  victims  were  its  citizens. 
To  other  Indonesian  neigbouring  coun- 
tries —Singapore,  Malaysia,  the  Philippines, 
and  Thailand—  the  attack  posed  a  re- 
gional challenge  that  must  be  met  together. 

However,  it  was  Indonesia  who  was 
hurt  the  most.  For  the  last  few  years,  there 
were  massive  bomb  blasts  in  the  Jakarta 
Stock  Exchange  building  in  1999  and  in  a 
number  of  churches  in  Jakarta  at  Christ- 
mast  night  in  2000,  to  name  but  a  few.  But 
as  the  Bali  tragedy  was  regarded  as  the 
worst  bombing  and  the  most  serious  ter- 
rorist attack  in  the  history  of  modern  In- 
donesia, the  government  of  Megawati 
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Soekarnoputri  has  to  face  a  severe  chal- 
lenge in  restoring  security  across  the 
sprawling  country  that  has  already  been 
desperately  struggling  to  revive  its  eco- 
nomy even  before  the  bombings  took 
place. 

Government's  Immediate  Response 

As  the  leader  of  the  country,  President 
Megawati  did  the  right  thing  by  holding 

--.  a.  press  briefing  several-  hours  after  the 
bombing  and  visited  the  site  of  explosion 
in  Bali.  Despite  her  gesture  which  was 
considered  not  proper  enough  (she  did 
not- look  sad  or  -angry);- she  presented 

—    some  necessarymessages.  - 

During  the  briefing  Megawati  pledged 
that  the  government  would  bring  the  per- 
petrators of  the  bombings  to  justice.  She 
underlined  that  the  bombings  were  proof 
that  terrorism  had  become  a  real  threat 
to  the  country's  national  security.  Mega- 
wati also  expressed  her  condolescences 
to  the  victims  and  their  families,  and 
welcome  all  offers  of  assistance, especi- 
ally from  the  Australian  government  which 
has  dispatched  a  medical  team  to  Bali. 

Coordinating  Misnister  for  Political  and 
Security  Affairs  Susilo  Bambang  Yudho- 
yono  who  accompanied  Megawati  during 
the  press  briefing  said  the  bombings  made 
it  clear  that  there  were  terrorists  activities 
in  Indonesia,  "i  don't  want  to  hear  any 
comments  that  there  are  no  terrorists  in  In- 
donesia. They  are  around  us  and  we  have 
to  fight  them,"  Susilo  stated  earlier  in 
Bandung,  West  Java.  According  to  Susilo, 
terrorism  is  right  in  front  of  our  eyes  and 


therefore  we  must  take  stern  measures 
against  terrorist  act.  The  minister  added 
that  the  incident  was  a  turning  point  for 
ihe  government,-  which  would  no  longer 
hesitate  in  dealing  with  suspected  terrorists. 

Susilo's  remark  that  he  did  not  want 
to  hear  any  comments  that  there  were  no 
terrorists  in  Indonesia  was  obviously  dir- 
ected to  Vice  President  Hamzah  Haz.  Ham- 
zah,  the  chairman  of  the  Islamic-based 
United  Development  Party,  has  boldly 
shown  to  the  public  his  support  for  mil- 
itant Islamic  figures,  such  as  Abu  Bakar 
Ba'asir  and  Jafar  Umar  Thalib.  It  is  import- 
ant to  note  that,  in  the  . latest  development 
of  police. .investigation,.  Ba'asyJr  was  al- 
ready suspected  of  having  links  with  ter- 
rorists in  Southeast  Asian. ^  The  global 
public  found  it  easy  to  connect  terrorist 
act  with  Islamic  group  or  individual. 

With  this  kind  information  in  mind, 
it  is  understandable  that  Hamzah  Haz 
blamed  weak  intelligence  and  poor  se- 
ccirjty  measures  for  the  overnight  blasts. 
"Our  weakness  so  far  has  been  in  intel- 
ligence. Our  intelligence  should  not  be 
NATO  —  No  Action  Talk  Only,"  Hamzah 
said  during  a  visit  to  Balikpapan,  East  Kali- 
mantan. "Those  in  charge  of  security  affairs 
must  follow  up  on  any  information  and 


The  governments  of  Singapore  and  Malaysia 
arrested  28  alleged  terrorists  believed  to  be  linked 
to  Al  Qaeda  in  December  2001.  This  was  followed 
by  another  arrest  in  the  Phillippines  in  January 
2002.  These  arrests  have  led  to  allegations  of  in- 
volvement by  Indonesians  and  groups  based  in  In- 
donesia, in  particular  Abu  Bakar  Ba'asyir,  the  leader 
of  the  Mujaheeden  Council  of  Indonesia  {Majelis 
Mujahiddin  Indonesia). 
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detect  (threats)  more  accurately,"  he  said. 
As  later  disclosed  by  the  media,  Hamzah's 
statements  sparked  open  criticism  from 
Susilo  Bambang  Yudhoyono  in  the  cabinet 
meeting. 

Unlike  Hamzah  Haz  who  diverted 
accusation  to  any  Islamic  groups  to  weak 
intelligence,  and  the  President  and  the 
Coordinating  Minister  of  Political  and  Se- 
curity Affairs  who  remained  cautious  about 
blaming  a  particular  group  of  perpetrating 
the  bombing,  Defense  Minister  Matori 
Abdul  Jalil  was  quick  to  say  that  he  had 
no  hesitation,  in  linking  the  bomb  blast, 
to  Al-Qaeda.  "With  such  a  huge  blast,  the 
_bombing  was  carried  out  by  a  professional 
terron'sf  ' network  and  I  am  prepared  to  say 
that  Al-Qaeda  in  Indonesia  really  exists" 
he  told  the  press  after  cabinet  meeting  on 
14  October  2002.  ' 

What  do  the  above  statements  reflect? 
Obviously,  they  imply  a  lack  of  coordination 
as  well  as  internal  rift  inside  the  govern- 
ment. A  few  days  after  the  bombing,  the 
government  vowed  united  action  in  fight- 
ing terrorism  (The  Jakarta  Post,  15  October 
2002).  Were  they  united?  Apparently  not  — 
at  least  soon  after  the  incident,  members 
of  the  cabinet  sent  different  messages  not 
only  to  the  confusion  of  the  public  but 
also  an  internal  quarrel  in  the  cabinet 
meeting. 

Antiterrorism  Regulations 

In  terms  of  political  and  security  issues, 
there  are  two  government  actions  that 
gained  widespread  public  interest  and 
international  concern:  the  investigation  of 
Bali  bombing  by  an  international  joint 


team  led  by  Indonesian  National  Police 
and  the  drafting  of  two  antiterrorism  re- 
gulations that  will  provide  legal  basis  for 
conducting  investigation  on  Bali  bombing 
as  well  as  preventing  possible  future  act 
of  terrorism  in  Indonesia. 

The  government  was  set  to  issue  two 
antiterrorism  regulations.  The  issuance  was 
backed  by  the  House  of  Representative 
after  a  consultative  meeting  between  the 
government  and  the  House  regarding  the 
regulation  on  17  October  2002.  Labelling 
the  current  situation  "an  emergency;  House 
Speaker  Akbar  Tanjung  said  that  the  House 
fully  supported  the  government  in  prov- 
iding a  legal  basis  for  the  handling  of 
acts  of  terrorism.  "Based  on  article  22  of 
the'  1945  Constitution,  the-  president  has 
the  authority  to  issue  government  regul- 
ations in  lieu  of  laws  during  a  state  of 
emergency,"  Akbar  said. 

The  first  regulation,  more  or  less  a 
carbon  copy  of  the  draft  law  on  antiter- 
rorism to  be  submitted  to  the  House  a 
month  later,  served  as  the  general  guide- 
line for  combating  terrorism.  The  second 
regulation  was  specially  drawn  up  to  deal 
with  the  Bali  bomb  attacks  on  12  October. 
It  stipulates  the  law  enforcer's  powers  to 
investigate  and  prosecute  the  perpetrators 
of  the  attacks. 

In  essence,  the  regulation  provides 
for  the  death  penalty  for  those  convicted 
of  committing  or  threatening  to  commit 
acts  of  terrorism  resulting  in  mass  de- 
struction and  killing.  The  regulation  allows 
the  authorities  to  detain  people  for  three 
days  in  the  absence  of  strong  legal  evid- 
ence that  the  person  may  have  com- 
mitted terrorist  acts. 
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It  also  gives  the  government  the  right 
to  form  antiterror  teams  consisting  of 
various  departements,  including  the  Indo- 
nesian Miitary  (TNI)  . and  Police,  in  ..order 
to  conduct  wide-ranging  intelligence  op- 
erations. The  results  of  intelligence  opera- 
tions could  be  used  as  prima  facie  legal 
evidence  after  being  approved  by  a  court 
of  law  with  the  approval  process  taking 
no  longer  than  three  days. 

The  antiterrorism  regulations  apparently 
-.-  received  criticism  -from  some  iegal.  experts  - 
and  human  rights  activists.  The  legal  ex- 
perts focused  on  the  fact  that  the  decree 
fails  to  refer  to  any  of  the  international 
convention  on  terrorism.  Fajrul  Falaakh 
of  the  National  Law  Commision  and  Rudy 
Satrio  of  the  University  of  Indonesia,  for 


example,  said  that  the  many  international 
conventions  on  terrorism  needed  to  be  rat- 
ified to  show  the  government's  seriousness 
in  combating,  terrorism.  According  to.  them, 
international  conventions  are  the  best 
guidelines  as  their  articles,  more  or  less, 
are  sufficient  to  detect  possible  terrorist 
attack  as  well  as  guaranteeing  human  rights. 

Indeed,  the  state's  violation  of  human 
rights  due  to  the  issueance  of  the  anti- 
terrorism regulations  is  the  main  concern 
of  human  "rights  activist.  The  regulations 
wouJd  enable  law  enforcers  to  take  pre- 
ventive actions,  something  that  is  pro- 
hibited by  the  Crirninal  Code  Pr^cedure_ 
here  which  requires  law  enforcers  to 
produce  hard  evidence  before  arresting  a 
suspect.  According  to  the  regulations. 


Proposed  Government  International  Convention  for  the  Suppression  of 
Antiterrorism  Regulations     Terrorist  Bombings 


Suspects  rights 


Preemptive 
actions 


international 
cooperation 


Not  specified,  but  a  sus- 
pected terrorist  who  is 
acquitted  of  all  charges 
has  a  right  to  ask  for 
rehabilitation 

Investigators  can  arrest 
anyone  suspected  of 
terrorism  based  on 
preliminary  information 
(intelligence  report) 

Not  specified,  but  the 
government  may  coop- 
erate with  international 
agencies. 


A  Suspected  terrorist  shall  be  guaranted  fair  treat- 
ment, including  enjoyment  of  all  rights  and 
guarantees  in  conformity  of  the  law  of  the  state 
in  the  territory  of  which  that  person  is  present 
and  applicable  provisions  of  international  law 
of  human  rights. 

Upon  receiving  information  that  a  person  who  has 
committed  a  terrorism  offense,  the  state  concerned 
shall  take  such  measures  may  be  necessary  under 
its  domestics  law  to  investigate  the  facts  contained 
in  the  information. 

Each  State  Party  shall  make  cooperation  in  sharing 
information,  investigation,  prosecution  and  extra- 
dition. The  State  Party  where  the  alleged  offender 
is  prosecuted  shall,  in  accordance  with  its  domestic 
with  its  domestic  law  or  applicable  procedures, 
communicate  the  final  outcome  of  the  proceedings 
to  the  Secretary-General  of  the  United  Nations,  who 
shall  transmit  the  information  to  the  other  State 
Parties. 


Source:  The  lakarla  Post,  1 8  October  2002. 
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law  enforcers  could  arrest  suspected  ter- 
rorist based  only  on  intelligence  reports 
which  have  been  approved  by  a  district 
court  through  a  closed  hearing. 

The  regulations,  thus,  is  widely  objected 
based  on  two  main  reasons:  First,  the  issu- 
ance of  the  regulations  will  create  a 
possible  abuse  of  power  as  had  happened 
with  the  antisubversion  law  under  Soe- 
harto.  As  far  as  we  are  concerned,  the  anti- 
subversion  law,  which  stipulates  preventive 
actions,  have  been  turned  into  a  draconian 
law  as  it  was  used  to  oppress  perceived 
political  opponents.  Second,  as  was  poirLted_ 
by  a  noted  human  right  right  activist, 
H.eiTdaidL ..the.probleni  of  the  failure  to 
de.tect  and  disclose  terrorism  networks  so 
far  lays  with  the  poor  performance  of 
intelligence  and  police,  not  on  the  lack  of 
legal  basis. 

Despite  controversies,  the  government 
finally  submitted  two  antiterror  bills  to  the 
House  of  Representatives  on  1 1  November 
2002.  Their  substance  is  basically  the  same 
as  that  of  the  two  antiterrorism  regulations 
in  lieu  of  law  discussed  above.  The  two 
draft  laws  are  the  antiterrorism  bill  and 
the  bill  on  the  retrospective  application 
of  the  antiterorrism  bill  to  the  Bali  bomb- 
ing. 

As  expected,  the  antiterrorism  bill  still 
retains  the  controversial  article  contained 
in  Government  Regulation  in  Liue  of  Law 
No.  1/2002  on  terrorism  that  empowers  in- 
vestigators to  arrest  suspected  terrorist 
based  on  intelligence  reports.  The  only  re- 
vision to  this  article  is  that  the  bill  requires 
such  information  to  be  authenticated  by 
the  head  of  the  State  Intelligence  Agency 


(BIN).  The  bill  also  recognizes  other  forms 
of  evidence  as  being  admissible,  such  as 
data  stored  or  transferred  electronically 
as  well  as  electronic  records.  These  types 
of.  evidence  are.  not  yet  .recognized  by  the 
„Cr.iminal...Code,  

Based  on  prima  facie  evidence,  sus- 
pected terrorists  can  be  arrested  for  up  to 
seven  days  and  detained  for  up  to  six 
months  for  questioning  and  prosecution. 
In  its  elucidation,  however,  the  bill  stipu- 
lates that  its  provisions  will  not  be  applic- 
able to  crimes  :involving  questions  of  "free- 
dom of  speech/  including  strikes  and  de- 
monstrations. 

The  "following  are  'the-  crucial  points 
of  the  antiterrorism  bi\i-{The  Jakarta  Posl, 
12  November  2002): 

•  The  bill  defines  terrorism  as  any  viol- 
ent act  that  could  create  terror  or  inse- 
curity among  the  public,  infringe  the 
public's  freedom,  cause  the  death  of 
other  people  or  cause  the  destruction 
of  vital  or  strategic  facilities. 

•  These  crimes  are  then  broken  down 
into  detailed  acts,  ranging  from  petty 
acts  such  as  the  issuing  of  bogus  threats 
to  major  crimes  such  as  using  a  nu- 
clear device  to  create  terror. 

•  The  bill  does  not  distinguish  between 
civilian  and  military  personnel  as  re- 
gards terorrism,  and  thus  all  suspects 
must  be  tried  in  civilian  courts. 

•  Those  convicted  of  committing  terrorist 
acts  may  be  punished  by  death  or  a 
minimum  of  three  years  behind  bars. 

•  A  corporation  involved  in  a  terrorist 
act  may  be  fined  up  to  Rp  1  trillion 
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(about  US$108  million)  and  have  its 
operating  licences  revoked. 

•  Investigators  also  have  the  authority 
to  search  personal  mail  and  parcels, 
and  to  tap  telephone -conversations  or 
other  forms  of-  communication,  with 
the  actual  tapping  being  pemissible 
for  a  period  of  up  to  oen  year. 

•  Investigators,  prosecutors,  and  judges 
are  given  power  under  this  bill  to  block 
any  bank  account  belonging  to  sus- 

"  pected  terrorist  or  thos^  funding  terror- 
ist activities. 

•  The  state  also  has  the  obligation  to 
pay  compensation  and^  make,  restitution 
to  the  victims  of  terrorist  acts,  based  on 
court  rulings. 

•  The  bill  allows  the  Indonesian  govern- 
ment to  cooperate  with  other  countries 
in  preventing  and  eliminating  terrorism. 
This  include  police  and  intelligence 
cooperation. 

Whether  the  draft  bills  will  be  approved 
by  the  House  is  not  certain  yet.  But  con- 
sidering the  House's  earlier  support  for 
the  governments  regulation  in  lieu  of  law, 
it  is  highly  possible  that  the  majority  of 
legislators  will  expedite  the  deliberation  of 
the  two  bills  so  that  they  could  be  passed 
into  law  and  replace  the  two  government 
regulations  in  lieu  of  laws.  It  is  also  import- 
ant to  note  that  the  country's  two  largest 
Muslim  organizations  have  thrown  their 
weight  behind  the  antiterrorism  regulat- 
ions, eventhough  they  have  also  urged  the 
nation  to  be  watchful  to  prevent  the  rules 
from  being  abused.  The  support  of  Nah- 
dlatul  Ulama  and  Muhammadiyah  could 


help  dampen  any  backlash  from  radical 
groups  who  suspect  the  regulations  are 
directed  against  them. 

Police  investigation 

To  many  Indonesians,  the  national  police 
is  not  capable  of.  dealing  with  extraor- 
dinary crime.  They  are  only  capable  of  ar- 
resting chicken  stealers,  or  worse,  of  ex- 
torting motorists  in  the  streets.  The  proof 
of  this  was  the  unresolved  cases:  of  bomb- 
ings in  many  parts  of  Indonesian  in  the 
past  few  "years:  Christmas  Eve  bombings  in 
Jakarta  at  the  end  of  year  2000,  three 
bomb  blasts  in  Atrium  Shopping  Centre, 
Jalcartav  ' and  many  others.  That  is  •why 
when  police  was  quick  to  disclose  and 
arrest  Bali  bombers,  i.e.,  Amrozi,  Abdul 
Azis  alias  Imam  Samudera,  and  their  net- 
works of  radical  Islam,  strong  hesitation 
of  the  credibility  of  police  works  was  ex- 
pressed from  some  quarters. 

Such  hesitation  came  among  others 
from  influential  political  figures,  such  as 
Amien  Rais,  the  Speaker  of  People's  Con- 
sultative Assembly.  Amien,  talking  to  re- 
porters in  Makassar  in  the  mid  of  No- 
vember, said  he  doubted  the  credibility 
of  police  work  in  the  Bali  bombing  case. 
He  precisely  gave  an  apparent  allusion 
to  the  fact  that  smooth  progress  in  invest- 
igating violent  incidents  was  not  trade- 
mark of  police  work  in  this  country. 
Amien  suggested  that  one  method  that 
could  be  better  relied  on  to  reveal  what 
really  happened  to  that  fateful  night  was 
by  reconstructing  the  attack,  rather  than 
simply  questioning  the  suspects.  The  con- 
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struction,  he  said,  would  quickly  establish 
whether  or  not  Amrozi,  the  only  suspect 
in  the  case  interrogated  at  the  time,  was 
telling  the  truth.  Too-smoothy-investigation 
created  an' unfortunate  iimpressioh  thai 
the  suspect's  admissions  were  either  made 
under  duress  or  fabricated  by  the  police. 

One  thing  that  police  sl<epticists,  such 
as  Amien  Rais  forget  is  the  fact  that  in- 
vestigation team  probing  Bali  bombing 
case  consists  of  multinational  police  in- 
vestigators.  7^  number  of-  countries  such  -- 
as  Australia,  the  United  Kingdom,  japan, 
Gernnany  and  the  United'  States,'  have"  " 
sent  their  best  police  investigators  and 
"  ~  foren'sic  specialists"  to  Bati  to  ferret  out  - 
any" 'aval lab'le  information   behind  the- 
tragic  bombing.  The  arrival  of  police  in- 
vestigators from  the-United  Nations  has 
expanded  the  international  character  of 
the  police  work  currently  going  on  in  Bali. 

In  addition  to  that,  the  joint  investig- 
ation team  is  led  by  a  capable  senior  In- 
donesian police  officer,  Insp.  Gen.  I  Made 
Mangku  Pastika,  the  former  police  chief 
of  the  province  of  Papua,  it  is  important 
to  note  that  during  his  assignment  in 
Papua,  Pastika  succeded  in  concluding  the 
alleged  involvement  of  members  of  the 
Army's  Special  Forces  {Kopassus)  in  the 
murder  of  proindependence  Papuan  leader 
Theys  Hiyo  Eluay  last  year.  His  team  also 
uncovered  the  alleged  involvement  of 
Kopassus  members  in  the  attack  in  Timika, 
Papua,  last  August  that  left  two  Americans 
and  one  Indonesian  dead. 

So  against  all  odds  and  continuing 
skepticism  from  figure  such  as  Amien  Rais 


who  also  questioned  the  police  success  to 
capture  Bali  bombing  mastermind  Abdul 
Azis  alias  Imam  Samudera,  some  people 
are  beginning  to  think  that  the  police  might 
be  on  the  right  track  in  investigating  the 
Bali  tragedy.  Scholars,  intelligence  experts 
and  the  state  intelligence  agency  (BIN) 
have  gradually  toned  down  their  criticism 
of  the  police.  BIN  chief  Lt.  Gen.  (ret.) 
AM  Hendropriyono  signaled  his  appreci- 
ation for  the  police  while  his  subordinates 
no  .longer  boast  that  they  will  soon  find 
theTpeople  responsible  for;.the  bombing.  " 

Even  those  who  were  initially  confident 
that  there  was  no  terrorist  link  here,  includ- 
ing  -Vice  Presiden -Hamzah-  Haz,  -have  had 
to -admit  that  they- were,  not  completely 
right  {The  Jakarta  Post,  18  November  2002). 
Although  Hamzah  Haz  told  the  police  to 
be  careful  in  searching  the  evindence  in 
the  pesantren  (Islamic  boarding  house), 
a  suspected  hiding  place  of  some  of  the 
alleged  perpetrators  of  the  Bali  attack,  he 
openly  remarked  that  Amrozi  and  Imam 
Samudera  "bukan  tokoh  Islam"  or  were 
"not  the  prominent  figures  of  Islam" 
{Suara  Pembaruan,  12  December  2002). 

The  appreciation  can  be  achieved  by 
the  police  investigators  since  they  try  to 
uncover  the  case  based  on  data  found 
in  the  field:  bodies  and  body  parts,  wit- 
nesses's  and  survivor's  account,  traces 
of  explocieves  found  at  the  bomb  sites, 
and  most  importantly  the  wreckage  of 
the  car  believed  to  have  been  planted 
with  one  of  the  bombs.  As  we  know  the 
investigation  of  the  wreckage  of  the  van 
led  them  to  the  arrest  of  their  first  suspect 
their  first  suspect,  Amrozi.  Amrozi's  con- 
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fession  in  turn,  gave  way  to  the  police  in- 
vestigators to  be  able  to  identify  and  hunt 
the  terrorist's  accomplices,  most  notabjy 
Imam  Samudera  whom-  they  believe  waa 
the  mastermind  behind  the  bombing. 
Credit  is  also  due  to  Pastika  and  his  team, 
while  being  careful  in  their  investigation 
and  wary  about  jumping  to  conclusion, 
have  been  relatively  open  to  the  public 
about  the  progress  of  the  investigation. 

The  systematic  and  careful  investigat- 
ion by  the  police  investigators  has  another 
benefit,  a  part  from  the  fact  that  the  in- 
vestigation itself  help  to  uncover  the  case: 
thaLis  to_ eliminate  or  at  least  to  reduce  the. 
higLy_  specujative  ci3nspiracy_..theor)es..  Most.. 
Western  media  and  government,  Australia 
and  US  in  particular,  were  quick  to  pin- 
point Osama  bin  Laden  and  his  Al-Qaeda 
networks,  or  Abu  Bakar  Ba'asyir  and  his 
Jamaah  Islamiyah  as  the  prime  suspects. 
In  contrast,  according  some  figures  —the 
so-called  "intelligence  experts"—  such  as, 
Z.A.  Maulani,  A.C.  Manullang,  and  Soerip- 
to  as  well  as  some  Muslim  activists,  the 
United  States  and  its  CIA,  Australia,  Israel 
are  the  parties  behind  the  bombing.  Add- 
ing more  speculation  is  the  conspiracy 
theory  that  say  the  disgruntled  pro-Indo- 
nesia East  Timoresse,  the  supporters  of 
former  President  Soeharto  are  the  potential 
suspects. 

If  only  the  police  investigation  had  not 
progressed  accordingly,  the  conspiracy 
theories  would  have  prevailed  and  created 
more  confusion  to  the  public  and  con- 
tending position  of  political  elite.  Had  it 
been  the  case  the  different  messages  sent 
by  government  officials  as  described  at 


the  beginning  of  this  review  could  have 
diverged  more  widely  and  turned  into 
an  open  political  conflict. 

International  Reaction 

Before  the  Bali  bomb  blasts,  Indonesia 
in  general  was  seen  by  international  com- 
munity as  being  not  interested  in  pursuing 
the  issue  of  terrorism.  Some  US  officials 
criticized  Indonesia  and  accused  it  of 
being  too  .slow  and  uacooperalive.^  An 
American  analyst  bluntly  stated  that  "the 
Americans "  are  keeping  a  scorecard  for 
what  is  being  done  in  Asia.  Singapore, 
Malaysia  -and  the  Phill-ipines-- are  get- 
ting- almost  perfect  scores  for  reining-4n 
terrorists".  In  contrast,  "the  Indonesians 
have  got  a  big  fat  goose  egg  for  not 
trying  hard  enough"  {The  Straits  Times,  20 
January  2002). 

More  critics  and  pressure  for  Indone- 
sia mounted  as  Singapore  and  Malaysia 
have  arrested  a  number  of  suspected 
Islamic  militants,  some  of  them  are  from 
Indonesia  (see  footnote  1).  The  Phillipines 
has  also  arrested  an  Indonesian  on  sus- 
picion of  being  an  explosive  expert  for 
the  Jamaah  Islamiyah  group  that  was 
planning  a  bombing  campaign  against 
US  targets  in  Singapore.  Regional  security 
officers  thus  believe  suspected  terrorist 
cells  busted  in  Singapore,  Malaysia  and 
the  Philllipines  are  directed  by  terrorist 
leaders  in  Indonesia.  The  most  outspoken 
critics  of  Indonesia  came  from  Singapore, 


■^Rizal  Sukmii,  'Indonesia  and  the  September  1 1 
Attacks:  Domestic  Reactions  and  Implication,"  The 
Indonesian  Quarterly,  XXX,  no.  3  (2002):  271-272. 


REVIEW  OF  POLITICAL  DEVELOPMENT 


383 


the  Senior  Minister  Lee  Kuan  Yew,  who 
stated  that  his  country  remains  at  risk 
from  a  terrorist  attack  because  leaders 
of  regional  extremist  cells  were  still  at 
large  in  Indonesia.  Lee's  remarks  created 
a  serious  row  between  the  two  govern- 
ments. 

Prior  to  the  Bali  bombing,  the  foreign 
aspect  of  terrorism  primarily  concerned 
Singapore,  Malaysia  and  the  Phillipine 
and  of  course  the  US.  After  bombs  ex- 
ploded'Indonesian  "island  of  gods"  -and 
killed  almost  200  people  of  mostly  Aus- 
tralian tourists,  the  issue  of  international 
reaction  regarding  the  Bali  bombing  has 
sliTfted  to'Austraira.  The^'shift  i5"'interesTmg 
because"  of  "difficult,  up"  and  cfown"  re- 
lationship between  Indonesia  and  Australia 
in  the  past.  During  the  Soeharto's  adminis- 
tration the  two  have  clashed  over  Jakarta's 
record  on  human  right  and  democracy, 
and  after  the  fall  of  Soeharto  the  Can- 
berra-Jakarta relationship  plumbed  new 
depths  in  1999,  when  Australian  troops 
led  an  international  force  into  nearby  East 
Timor  to  quell  violence  blamed  on  pro- 
Jakarta  militias  when  the  former  Indone- 
sian province  voted  for  independence. 
Regarding  the  Bali  bomb  blast  so  far,  his- 
tory seems  to  repeat;  the  ties  between 
two  countries  strengthened  in  the  begin- 
ning but  then  weakened  after  subsequent 
incindents. 

Ever  since  the  tragic  attack  on  that 
fateful  Saturday  night,  the  two  countries 
have  shown  a  spirit  of  community  and 
neighborliness.  Australia  has  come  forward 
with  plenty  of  offers  of  help  and  assisst- 
ance,  and  Indonesia  has  positively  res- 


ponded each  time.  Royal  Australian  Air 
Force  (RAAF)  transport  plane,  for  exam- 
ple, landed  in  Bali  the  day  after  the  blast, 
bringing  the  first  batch  of  medical  staff  to 
help  the  victims.  More  RAAF  planes  came 
and  left  after  that,  bringing  in  more  medical 
staff  and  flying  home  some  of  the  injured, 
both  Australians  and  Indonesians,  for  fur- 
ther treatment.  The  sight  of  a  RAAF  plane 
on  Indonesian  soil,  in  "normal"  times, 
would  have  provoked  a  xenophobic  out- 
cry from  the  nationalist  camp,  including 
the  Indonesian  military  (TNI)  — ^  but  appar- 
ently those  £.-ntiments  did  not  appear  (The 
Jakarta  Post,  21  October  2002). 

There  was  the  sub'sequent"  arrival"  of 
"AUstraliah  police  officers,  ■•intelligeince 
agents,  forensic  experts,  investigators  and 
many  others  to  Bali  to  help  Indonesia  deal 
with  the  aftermath  ot  the  bomb  attacks,  in- 
cluding investigations.  Two  senior  Aus- 
tralian cabinet  ministers  came  to  Bali  early 
in  the  week  after  the  blasts  and  then  pro- 
ceeded to  Jakarta  for  meeting  with  top 
officials,  including  President  Megawati 
Soekarnoputri.  The  two  governments  sub- 
sequently announced  the  establishment 
of  a  joint  task  force  to  crack  the  case. 
Australian  Prime  Minister  John  Howard 
came  to  Bali  on  Thursday,  17  October  2002, 
to  attend  a  memoi-ial  service  for  the  dead 
Australian  victims  {The  Jakarta  Post,  21 
October  2002). 

Apart  from  continued  cooperation  be- 
tween Indonesian  and  Australian  police 
investigators  in  the  joint  team,  new  wave 
of  tensions  started  straining  the  relation- 
ship between  the  two.  Anti-climax  to 
police's  success  to  capture  Amrozi,  one 


384 


THE  INDONESIAN  QUARTERLY,  Vol.  ^XXy2002,  No.  4 


of  the  perpetarors  of  the  attacks,  public 
interview  between  Indonesian  Police  Chief 
Gen.  Da'i  Bachtiar  and  Amrozi  has  out- 
raged the  Australian  public.  At  the  issue 
was  the  series  of  smiles,  laughter  and 
handshakes  between  them,  and  few  other 
attending  law  enforcers.  The  whole  event 
has  been  taken  as  a  gross  offense,  in- 
credibly sensitive  to  the  sufferings  of  the 
victims  and  their  families.  Gen.  Da'i  Bach- 
tiar defended  himself  by  saying  that  the 
interview  was  meaiit  to  show  to  the  public 
that  Amrozi's  admission  were  either  made 
under  duress  or  fabricated  by  the  police. 
While,  antropologist  such  as  Ariel  Her- 
yanto  of  the  University  of  Melbourne  gave 
a  cultural  explanation  that  the  politically 
incorrect  smiles  was  actually  instinctual 
to  Asian  people  like  Indonesia.  In  the  in- 
terview between  Bachtiar  and  Amrozi, 
they  "laughed"  but  not  "laughed  at"  (see 
Ariel  Haryanto,  "Geger  Senyum  Lamongan", 
Tempo,  25  November  -  1  December  2002 
and  "Politically  incorrect  smiles:  Bali  in- 
cident". The  Jakarta  Post,  25  November 
2002). 

Canberra  and  Jakarta  were  more  seri- 
ously strained  at  the  beginning  of  No- 
vember after  heavily  armed  Australian 
federal  agents  raided  the  houses  of  Indo- 
nesian Muslims  on  Wednesday,  30  Octo- 
ber 2002  in  a  nationwide  hunt  for  mem- 
bers of  an  Islamic  radical  group  {jamaah 
Islamiyah  or  Ji)  held  responsible  for  the 
bombing  in  Bali.  Police  and  intelligence 
agents  armed  with  submachine  guns  and 
wearing  helmets,  flak-jackets  and  masks 
smashed  their  way  into  two  houses  in 
pre-dawn  raids  in  the  Perth  suburb  of 


Thornlie  in  Western  Australia.  Rl's  House 
of  Representative  (DPR)  legislators  urged 
the  government  to  lodge  a  protest  against 
what  they-  call  human  rights  violations  oc- 
curing  the  raids.  Also  reported  some  300 
university  students  protested  outside  the 
Australian  embassy  in  Jakarta  and  they 
made  their  point  by  pelting  rotten  eggs 
at  the  mission's  building. 

While  Canberra  defended  its  action  by 
saying  that  the  raids  were  targetted  at 
people  suspected  of  having  links  with 
Jarhaah  Islamiyah  and  were  not  targeted 
at  Indonesians  or  Muslims  specifically, 
as  portayed  by  some  media  in  Indonesia', 
Jakarta's  official  reaction"  has  been  thai 
while  it  fully  respected  Autralia's  right 
to  do  what  it  saw  proper  in  keeping  its 
national  security,  Jakarta  feels  the  matter 
could  have  been  handled  less  excessively 
and  Australians  should  have  been  more 
sensitive.  This  time  it  is  Australian  which 
appears  to  be  insensitive. 

Unfortunately  the  insensitivy  of  Aus- 
tralian government,  or  John  Howard  to  be 
precise,  continued.  During  question  time 
in  the  parliament  in  Canberra,  he  re- 
marked to  the  effect  that  his  country  has 
the  right  to  launch  a  preemptive  strike  in 
a  neighboring  country.  Howard  defended 
his  highly  controversial  position  by  stating 
that  the  cannons  of  international  law  on 
the  principle  of  national  sovereignty  had 
become  oudated.  He  added  that  when  it 
came  to  protecting  Australian  lives  from 
imminent  acts  of  terrorism,  the  policy  of 
preemptive  strike  was  bound  to  followed 
by  whoever  was  (Australian)  prime  minister. 
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Howard's  remark  caused  consrternation 
in  the  capitals  of  Southeast  Asian  coun- 
tries. Malaysian  PM  Mahathir  Mohammad 
referred  to  Howard's  statement  as  a  de- 
claration of  war.  Jakarta's  reaction  was 
somewhat  milder,  although  Indonesian 
Military  Chief  Gen.  Endriartono  Sutarto 
stressed  that  any  attack  on  Indonesian  ter- 
ritory would  be  returned.  Howard's  state- 
ment is  obviously  counter-productive  to 
the  success  which  has  been  made  Aus- 
tralian police  officers  joining  the  invest- 
igatton  team.  The  question  now  is:  Is 
Howard  really  going  to  launch  a  preemt- 
ive  strike  in  any  Southeast  Asian  coun- 
tries, including  Indonesia?  If  it  is  so,  need- 
less to  say  that  the  relationship  between 
Indonesia  and  Australia  will  plumb  into  its 
deepest  ever. 

THE  ACEH  CONFLICT  SETTLEMENT 

After  decades  long  seccessionist  con- 
flict. The  Free  Aceh  Movement  (GAM)  and 
the  Indonesian  government  took  a  step 
forward  for  peace  in  Aceh,  as  they  had 
made  a  deal  on  the  cessation  of  hostilities. 
The  nine-article  agreement  was  signed  by 
Jakarta  chief  negotiator  Wiryono  Sastro- 
handoyo  and  GAM  negotiator  Zaini  Ab- 
dullah at  the  Swiss  headquarters  of  the 
Henri  Dunant  Centre  (HDC)  for  Human- 
itarian Dialog  on  Monday. 

The  signing  is  seen  as  a  victory  for  both 
sides  as  the  preamble  of  the  agreement 
emphasized  the  acceptance  by  Nanggroe 
Aceh  Darussalam  of  the  special  autonomy 
law  as  a  starting  point  of  further  process 
towards  an  all-inclusive  dialog  among 
Acehnese  figures  leading  to  a  free  and  fair 


election  in  2004  throughout  the  province 
with  Acehnese  parties  which  will  not  need 
a  national  constituency. 

The  peace  accord,  a  copy  of  which  was 
made  available  to  The  Jakarta  Post  (JO 
December  2002),  stipulates  that:  'Both 
sides  agree  that  hostilities  and  all  acts  of 
violence  by  both  sides  should  cease  for- 
ever in  Aceh'.  'Since  both  sides  have  thus 
agreed  that  from  now  on,  enmity  between 
them  should  be  considered  as  a  thing  of 
the  past,'  the  deal  stated. 

The  deal  had  been  in  the  works  for  the 
better  part  of  two  years  and  has  seen  ups 
and  downs  due  to  the  reluctance  from  both 
sides  to  negotiate."  The  Indonesian  gov- 
ernment, took  stern  measures  from  the 
military  against  GAM,  and  repeatedly 
asked  for  the  continuation  of  the  peace 
dialog,  which  was  started  in  2000. 

During  a  special  meeting  on  'recon- 
struction of  post-war  Aceh'  held  in  Tokyo 
on  3  December  2002  and  attended  by 
representatives  of  23  countries,  interna- 
tional pressures  had  increased  for  a  peace 
agreement  to  be  reached.  To  ensure  both 
sides's  commitment,  in  addition  to  a  third 
external  party  a  joint  security  committee 
with  representatives  from  both  sides  will 
be  set  up  as  soon  as  possible. 

The  deal  provides  for  a  two-month 
grace  period  for  both  sides  to  observe 
each  other's  commitments  to  peace,  by  not 
increasing  military  strength  and  by  relocat- 
ing troops  to  defensive  positions.  The  Joint 
Security  Commission,  established  in  2000 
for  the  humanitarian  pause  agreement, 
will  be  reactivated  to  supervise  peace 
during  the  grace  period. 
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Also  during  the  grace  period,  Jakarta 
agreed  that  the  police  mobile  brigade  will 
not  conduct  any  offensive  attacks  against 
the  separatist  movement.  After  the  two- 
months  time,  GAM  will  designate  place- 
ment sites  for  its  weapons  and  the  place- 
ment wilJ  be  completed  within  a  period 
of  five  months.  According  to  Wiryono,  the 
key  of  the  weapons  sites  will  be  in  the 
hands  of  GAM  and  HDC  to  prove  the 
government's  good  intention  to  trust  the 
■  separatist  movement.  r:.:~  .  '  . 

Both  parties  also  agreed- to  determine  " 
"Peace  zones"  around  the  province  in  the 

 -coming  two-months.  One  of -the  key  points  - 

 in  the-. preamble  is  the  preparation  of  the 

All-inclusive  Dialog,  to  discuss  NAD  law 
(or  special  Autonomy  Law)  with  all  ele- 
ments of  Acehnese  society  leading  to  the 
election  of  a  democratic  government. 

Complete  points  of  cessation  of  host- 
ilities agreement  include: 

•  NAD  law  as  a  starting  point  for  an 
Acehnese  All-inclusive  dialog  towards 
a  democratic  election  in  Aceh. 

•  The  election  is  scheduled  for  2004, 
with  the  review  of  NAD  law  followed 
to  accommodate  people's  aspiration. 


•  All  acts  of  violence  ceased  in  Aceh 
forever. 

•  Activation  of  Joint  Security  committee 
to  observe  two-months  grace  period 
to  ensure  peace  commitments  of  both 
parties. 

•  During  the  grace  period  troops  from 
both  sides,  especially  the  Indonesian 
police  Mobile  Brigade  {Brimob)  must 
relocate  to  defensive  positions. 

•  N.0  additJonaJ  troops  allowed  in  the - 
two-months  period  and  non-organic 
troops  could  eventually-  be  withdrawn. 

•  GAM  will  place  its  weapons  in  design- 
ated sites  "after  the  grace  period^' 

•  Peace  zones  will  be  determined  within 
two-months 

•  'HDC  will  facilitate  the  all-inclusive  dialog 

•  Joint  council,  consisting  of  GAM,  Jakar- 
ta and  HDC,  will  be  set  up  to  resolve 
all  issues  or  disputes  arising  from  the 
implementation  of  agreement. 

•  Law  and  order  "may  be  entrusted'  to 
third  party,  which  could  lead  to  com- 
pensation and  investigation  of  human 
rights  abuses  since  1976. 

•  Demilitarized  areas  including  public 
places,  schools  and  roads. 
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INTRODUCTION 

THE  vision  for  an  East  Asian  com- 
nnunity  has  been  articulated  by  the 
East  Asian  Vision  Croup  (EAVG)  in 
its  Report,  "Towards  an  East  Asian  Com- 
munity", submitted  -to  the  ASEAN  Plus 
Three  (APT)  Leaders  at  the  Fifth  APT 
Summit  held  in  Brunei  Darussalam  in  No- 
vember 2001.  The  vision  is  of  an  East  Asia 
that  moves  "from  a  region  of  nations  to  a 
bonafide  regional  community  with  shared 
challenges,  common  aspirations,  and  a 
parallel  destiny."  Furthermore,  the  Report 
also  stated  that  "[t]he  economic  field,  in- 
cluding trade,  investment,  and  finance,  is 
expected  to  serve  as  the  catalyst  in  the 
comprehensive  community-building  pro- 
cess." 

In  the  field  of  economic  cooperation, 
the  vision  is  that  of  a  progressive  integration 
of  the  East  Asian  economy,  ultimately 
leading  to  an  East  Asian  economic  corn- 
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munity.  Economic  integration  is  to  be 
pursued  through  the  liberalization  of  trade 
and  investment,  development  and  tech- 
nological cooperation,  and  informati'on' 
technology  "  development. 

In  trade,  it  recommended  the  formation 
of  an  East  Asia  Free  Trade  Area  (EAFTA), 
and  the  liberalization  of  trade  should  be 
well  ahead  of  the  Bogor  Coal  set  by  APEC. 
In  investment,  it  proposed  the  establish- 
ment of  an  East  Asian  Investment  Area 
(EAIA)  by  expanding  the  Framework  Agree- 
ment on  ASEAN  Investment  Area  (AIA) 
to  cover  East  Asia  as  a  whole.  For  greater 
financial  integration  In  the  area  of  fin- 
ance it  recommended  the  adoption  of  a 
staged,  two-track  approach,  namely  for 
the  establishment  of  a  self-help  arrange- 
ment (e.g.,  an  East  Asian  Monetary  Fund) 
and  for  coordinating  a  suitable  exchange 
rate  mechanism  amongst  countries  in  the 
region. 

The  EAVC  has  also  listed  the  various 
motivations  for  the  development  of  an 
East  Asian  community.  A  great  deal  has 
been  written  on  this.  Three  considerations 
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have  stood  ca.!.  First,  the  need  to  es- 
tablish a  regio.;.^.!  (institutional)  identity, 
in  view  of  the  fact  that  other  regions  (Europe 
and  the  Americas)  have  established  or  are 
developing  their  own  regional  arrange- 
ment. Second,  the  need  to  amplify  an  East 
Asian  voice  on  regional  and  global  issues, 
in  view  of  East  Asia's  increased  stakes  in 
regional  and  global  developments.  Third, 
the  need  to  promote  regional  peace  and 
prosperity  through  cooperation,  given  the 
region's  own  internal  dynamics.  - 

Despite  this  compelling  rationale,  dif- 
ficulties and  obstacles  in  creating  an  East 
Asian  community  have  also  been  recognr. 
ized.  Three  problems  have  been  identified. 
First,  the  great  diversities  amongst  coun- 
tries in  the  region,  and  especially  the  large 
gaps  in  levels  of  economic  development. 
Second,  the  lack  of  a  mechanism  (and 
tradition)  for  regional  cooperation  in  North- 
east Asia.  Third,  the  prevailing  politico  se- 
curity problems  in  the  region  (China- 
Taiwan,  the  Korean  Peninsula,  and  to 
a  much  lesser  extent  the  South  China  Sea). 

THE  ASEAN  PLUS  THREE 

in  a  way,  ASEAN  has  taken  the  lead 
in  developing  the  foundation  for  an  East 
Asian  Community.  ASEAN  Plus  Three 
(APT)  could  be  taken  as  the  embryo  of 
an  East  Asian  regional  organization.  It 
refers  to  a  regional  process  involving  the 
ten  ASEAN  countries  and  three  Northeast 
Asian  countries  (China,  Japan,  and  Korea). 
As  suggested  by  its  name,  this  emerging  re- 
gional process  is  driven  by  ASEAN.  APT 
meetings  take  place  around  ASEAN  meet- 
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ings.  However,  some  see  this  as  a  pos- 
sible obstacle  to  the  creation  of  a  truly  East 
Asian  regional  arrangement  (Jayasuriya 
2000). 

In  fact,  this  process  of  developing  an 
East  Asian  community  may  not  have  come 
about,  had  it  not  taken  this  route.  The  APT 
began  as  a  modest  undertaking.  Foreign 
ministers  from  the  three  Northeast  Asian 
countries  initially  came  for  an  informal 
meeting  over  lunch  during  an  ASEAN 
riieeting.  There  was  no  specific  agenda 
foe  those  meetings.  Sooner  then  expected, 
this  process  had  attracted  the  involve- 
ment of  .heads  of  state..  The  First  APT 
Summit  was  held,  in  Pecember  1997  in 
Kuala  Lumpur.  The  financial  crisis  in  East 
Asia  is  regarded  as  having  provided  the 
impetus  for  this  Summit.  The  APT  process 
became  a  more  serious  one.  While  the  2 
process  has  been  and  is  essentially  driven 
by  ASEAN,  the  agenda  setting  was  mono- 
polized by  ASEAN. 

In  the  Second  APT  Summit  in  Hanoi 
in  November  1998,  Korea's  President, 
Kim  Daejung  proposed  the  establishment 
of  an  East  Asia  Vision  Group  to  present  a 
mid-  to  longterm  vision  for  the  cooperation. 
The  Third  APT  Summit  in  Manila  in  No- 
vember 1999  was  held  under  the  banner 
of  *East  Asian  Cooperation'.  The  meeting 
discussed  various  ways  to  promote  co- 
operation and  to  cope  with  the  new 
challenges  of  the  21  st  Centur/.  APT  heads 
of  state  adopted  the  'Joint  Statement 
on  East  Asian  Cooperation'  suggesting 
cooperative  measures  in  various  areas 
including  security,  economy,  culture  and 
development  strategy.  This  agreement  led 
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to  the  launching  since  2000  of  a  series 
of  APT  meetings  of  finance  and  economic 
ministers,  in  addition  to  those  of  foreign 
ministers. 

in  May  2000,  at  the  APT  Finance  Min- 
isters Meeting,  discussions  on  the  need  to 
build  a  regional  financial  framework  led 

^^to  the  adoption  of  the  so-called  Chiang 
Mai  Initiative.  This  initiative  aims  at 
creating  a  network  out  of  existing  currency 
swap  arrangements  of  ASEAN  and  bilat- 
erally between  ASEAN  members  and  the 

 other  Three  countries;- 

in  the  Fourth  APT  Suhnmit  in  Singa- 
pore in  November  2000,  Chinese  Prime 
■Minister  Zhu-  Rongji  ■  suggested  the  main-- 
■■•  tasks -for  APT,  which  included- coop— - 
eration  in  the  development  of  Mekong 
River  Basin  transportation  and  commun- 
ication infrastructure,  cooperation  in  IT 
(information  technology),  human  resources 
development,  agriculture,  and  tourism. 
China  also  took  the  initiative  to  convene 
the  APT  agriculture  and  forestry  ministers, 
and  offered  to  host  an  agricultural  tech- 
nology and  cooperation  business  forum. 

The  Singapore  Summit  concluded  with 
a  public  statement  by  Prime  Minister  Goh 
Chok  Tong  highlighting  the  "two  big  ideas" 
that  emerged  from  the  discussion,  namely 
the  development  of  institutional  links  be- 
tween Southeast  Asia  and  Northeast  Asia, 
and  the  setting  up  of  a  working  group  to 
study  the  merits  of  an  East  Asian  free  trade 
and  investment  area.  He  further  stated: 
"I  see  no  problem  in  ASEAN  Plus  Three 
evolving,  if  that's  the  desire  of  leaders,  into 
some  kind  of  East  Asia  Summit.  But 
there  are  implications.  I  myself  would 


not  recommend  a  hasty  evolution." 
(Thayer,  2000).  However,  Goh  seemed 
to  suggest  that  what  was  important  was 
that  the  leaders,  of  the  thirteen  countries 
were-  starting  to  think  as  "East  Asian." 

At  the  Fifth  APT  Summit  |n  Brunei  Da- 
russalam  in  November  2001,  the  APT 
leaders  endorsed  the  Report  by  the  EAVG, 
including  the  development  towards  an 
East  Asian  Economic  Community,  among 
other  means  through  the  creation  of  an 
East  Asian  Free  Trade  Area.  However,  this 
meeting  and  the  agreements  reached  were " 
overshadowed  by  China's  "surprising" 
proposal  for  an  ASEAN-China  Free  Trade 
Agreement.  The  Sixth  APT  Summit  in 
Phnom  Penh  in  November  2002  was  also 
overshadowed  by  global  terrorism  issues 
as  well  as  the  signing  of  the  Framework 
Agreement  on  ASEAN-China  Compre- 
hensive Economic  Cooperation,  which 
provides  the  basis  for  negotiating  an 
ASEAN-China  Free  Trade  Agreement 
(ACFTA).  In  addition,  the  leaders  of  ASEAN 
and  Japan  also  issued  a  Joint  declaration 
on  the  Comprehensive  Economic  Partner- 
ship between  ASEAN  and  Japan. 

THE  EMERGENCE  OF  AN  ASEAN 
"HUB" 

It  has  been  speculated  that  the  ASEAN- 
China  initiative  was  largely  politically 
motivated.  Strengthening  of  ASEAN-China 
relations  is  indeed  a  critical  element  in 
the  development  of  an  East  Asian  com- 
munity. The  search  for  an  institutional 
identity  in  East  Asia,  as  in  other  regions, 
tends  to  be  dominated  by  ideas  about 
regional  trade  structures,  in  particular  FTAs. 
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In  a  region  <is  diverse  <is  Erist  Asia  it  will 
not  be  easy  to  establish  a  regional-wide 
free  trade  arrangement.  There  are  sug- 
gestions that  perhaps  such  a  regional 
arrangement  can  result  from  the  develop- 
ment of  bilateral  or  sub-regional  trading 
arrangements  as  its  building  blocks. 
Recent  initiatives  to  form  bilateral  FTAs 
may  be  inspired  by  that  idea. 

There  are  some  possible  routes  to 
developing  an  Ea_st_  Asian__  institutional 
identity  (Soesastro  2001).  One  possible 
route  is  through  the  formation-  of  a- 
Northeast  Asian  subregional  FTA  that 
subsequently.. could. .be  linked  to  the  one. 
already  existing  in  Southeast  Asia  (i.e., 
AFTA),  resulting  in  an  East  Asian  Free 
Trade  Area  (EAFTA).  A  modified  version 
of  this  is  to  extend  AFTA's  CEPT  (com- 
mon effective  preferential  tariffs)  to  the 
other  Three.  The  other  option,  focusing 
on  development  cooperation,  is  to  de- 
velop an  OECD-type  institution.  This 
will  require  large  resources  to  establish 
and  to  operate,  and  will  take  away  much 
of  the  limelight  from  the  political  leaders. 
This  option  is  a  desirable  one  but  not 
likely  to  be  pursued  in  East  Asia. 

Still  another  route  is  through  financial 
cooperation.  Some  observers  have  pre- 
dicted the  emergence  of  a  "new  monetary 
regionalism"  in  East  Asia  resulting  from 
the  financial  crisis.  In  the  context  of  APT 
cooperation,  the  most  important  is  the 
Chiang  Mai  Initiative  (CMI).  ASEAN  has 
also  instituted  a  surveillance  process  and 
may  invite  other  East  Asian  countries  to 
join  in  the  exercise  at  a  later  stage.  The 
creation   of  an   Asian   Monetary  Fund 
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ccnild  be  part  of  a  regional  financial 
architecture.  In  addition,  ideas  of  creating 
some  kind  of  a  common  currency  basket 
have  been  proposed.  Yet,  it  remains  to 
be  seen  how  these  ideas  and  initiatives 
could  bring  about  institutional  integration 
as  they  deeply  impinge  on  sovereignty 
issues  that  are  still  regarded  as  highly 
sensitive  in  many  regional  countries.  Taka- 
toshi  Ito  (2000)  is  of  the  opinion  that  this 
route  may  take  50  years.  He  raised  two 
fundamental -questi^ons.  F/rst,  is  there  any - 
sequencing  in  regional  cooperation  that 
requires  trade  cooperation  to  be  forged  ' 
before  financial  cooperation  could  be 
undertaken, "thus  calling  foT  the  establish-  ' 
ment  of  a  FTA  before  the  creation  of  a 
monetary  pact?  Second,  is  APT,  constituting 
[he  13  East  Asian  countries,  the  right 
grouping? 

The  route  that  is  currently  being  taken, 
namely  along  the  pragmatic,  develop-as- 
you-go  approach,  is  perhaps  the  only 
feasible  one.  However,  there  needs  to  be 
a  clear  vision  and  strategy  as  to  how  the 
APT  process  can  be  strengthened  by  the 
bilateral  initiatives. 

The  ASEAN-China  agreement  and 
the  ASEAN-Japan  initiative  will  now  take 
the  center  stage.  A  great  deal  of  energies 
and  attention  will  be  devoted  by  the 
ASEAN  bureaucracies  to  these  initiatives. 
ASEAN  will  effectively  become  a  "hub". 
In  September  2002,  a  joint  Ministerial 
Declaration  on  Closer  Economic  Partner- 
ship (CEP)  has  been  signed  between  ASEAN 
and  the  CER  countries  (Australia  and 
New  Zealand).  In  late  October  2002,  at 
the  occasion  of  the  APEC  meeting  in 
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Mexico,  President  Bush  also  proposed  the 
"Enterprise  for  ASEAN  Initiatives"  that  will 
provide  a  framework  for  the  US  to  ne- 
gotiate both  bilateral  and  regional  free- 
trade  agre"ements '  with  Southeast  Asia. 
At  the  First  ASEAN-lndia  Summit  in  No- 
vember 2002,  India  too  has  offered  to 
start  free  trade  talks  and  to  have  a  free 
trade  agreement  (FTA)  working  within  10 
years.  Australia  has  also  courted  ASEAN 
to  have  an  ASEAN-Australia  Summit. 

Can  one- conclude  that-the  region  has- 
effectively  embarked  on  bilateral  agreements 
as  building  blocks  towards  an  East  Asian 
Community?  ASEAN  appears  to  have  be- 
come more-inclined"  to  develop  bilateral- 
initiatives;  -A  region-wide'"tnitiative  does' 
not  seem  to  be  the  preferred  option. 
Perhaps  there  are  concerns  in  ASEAN  that 
in  a  region-wide  arrangement  it  would  be 
overwhelmed  by  the  much  larger  North- 
east Asian  region.  The  combined  GDP 
of  the  three  Northeast  Asian  countries  is 
currently  about  13  times  larger  than 
ASEAN's  GDP.  At  the  ASEAN  Economic 
Ministers  Meeting  in  September  2002, 
Singapore  Trade  and  Industry  Minister, 
George  Yeo,  stated  that  "[i]t  has  long  been 
a  position  of  ASEAN  that  we  deal  separately 
with  China,  with  Japan,  with  Korea  in 
order  to  secure  a  certain  position  for  our- 
selves." {The  Sunday  Times,  15  September 
2002).  It  is  not  immediately  clear  what 
this  statement  exactly  means,  but  the  pre- 
ference for  bilateral  initiatives  is  unmis- 
takable. 

Indeed,  ASEAN's  strategy  seems  to 
have  been  reinforced  by  the  favorable  re- 
sponse from  a  number  of  its  economic 


partners.  All  of  a  sudden  ASEAN  has 
been  brought  to  the  lime  light  (again). 
ASEAN  will  definitely  exploit  this  oppor- 
tunity in  order  to  be  able  to  come  out 
from  the  back  stage,  where  it  has  been 
pushed  to  since  the  financial  crisis.  As  has 
been  reported,  Singapore's  Prime  Minister 
Goh  Chok  Tong  is  now  talking  about 
"[t]he  ASEAN  jumbo  jet  [that]  has  one 
wing  in  the  making  in  the  East,  through 
agreements  with  China  and  Japan.  India's 
proposal  provides  the  second  wing.  With 
this,,  we.  can  take -off  {The  Strait  ' Times,  6 
November  2002).  In  fact,  an  ASEAN-US. 
initiative  will  be  much  more  significant 
for  ASEAN.  Singapore  officials  have  also 
speculated"  that  Korea,  "which' Tias  not 
offered  to'  enter  an"  FTA  with  ASEAN,  may 
get  into  the  act  next  year  {The  Straits 
Times,  6  November  2002).  This  may  be 
the  case.  At  the  APT  Economic  Ministers 
Meeting  in  September  2002  in  Brunei 
Darussalam,  it  was  reported  that  South 
Korean  Trade  Minister  Hwang  Doo-yun 
stated  that  his  country  was  doing  a  study 
on  the  pros  and  cons  of  entering  into 
such  an  agreement  with  ASEAN  {The 
Sunday  Times,  15  September  2002).  Lee 
Yock  Suan,  a  rninister  in  the  office  of 
the  Singapore  Prime  Minister,  believes 
that  "[sjlowly  but  surely,  we  are  seeing 
the  emergence  of  an  East  Asian  com- 
munity." {International  Herald  Tribune,  4 
November  2002). 

In  addition  to  going  bilateral,  it  ap- 
pears that  there  has  emerged  an  ASEAN 
understanding  that  any  economic  coop- 
eration arrangement  today,  be  it  bilateral, 
sub-regional  or  interregional,  cannot  have 
a  narrow  agenda.  Any  FTA  initiative 


392 


THE  INDONESIAN  QUARTERLY,  Vol.  XXX/2002,  No.  4 


today  will  have  to  be  of  a  "new  age"  type. 
It  can  be  given  any  label,  FTA,  CEP 
(Closer  Economic  Partnership)  or  EPA 
(Econorriic  Partnership  Arrangement),  but 
whatever  it  is  called  it  is  going  to  have 
a  broad,  comprehensive  agenda  that 
covers  a  host  of  non-border  measures 
in  addition  to  border  liberalization  efforts. 

CAN  ASEAN  MEET  THE  CHALLENGE? 

•  As  ASEAN  has' come' to"  th"e  center  stage, 
and  as  it  emerges  as  a  hub,  the  big 
question  is  whether  ASEAN  can  effectively 
manage  the  process.  Prime  Minister  Goh 
of  Singapore  rightly  asked  the  qijestioh"  of 
whether  ASEAN  can  sustain  the  interests 
of  its  partners  {The  Straits  Times,  6  No- 
vember 2002).  In  is  clear  that  ASEAN  has 
to  put  its  home  in  order  first.  It  has  to 
formulate  a  comprehensive  and  coherent 
AFTA  Plus  as  the  basis  for  developing 
external,  bilateral,  and  inter-regional 
linkages.  He  has  proposed  to  accelerate 
ASEAN's  economic  integration  towards 
and  ASEAN  Economic  Community  (AEC) 
as  a  common  market,  along  the  lines  of 
the  European  Economic  Community,  by 
2020.  This,  it  is  argued,  is  simply  a 
"logical  extension  of  AFTA". 

There  is  as  yet  insufficient  confidence 
in  the  region  itself  that  ASEAN  can  ef- 
fectively take  up  this  now  agenda.  Com- 
ments refer  to  the  fact  that  ASEAN  "re- 
mains so  fragmented  that  any  meaningful 
package  within  the  region  seems  elusive" 
{The  Jakarta  Post,  6  November  2002). 
The  outgoing  ASEAN  Secretary  General, 
Severino,  in  his  report  to  the  ASEAN 
Summit  called  for  political  commitment 


within  ASEAN  to  achieve  economic  in- 
tegration. He  suggested  that  ASEAN  "seems 
to  have  become  stuck  in  framework 
agreerhents,  work  programmes  and  master 
plans",  and  it  needs  to  translate  them  into 
coricrete  actions. 

ADOPTING  AN  EAST  ASIAN  STRA- 
TEGY 

ASEAN  must  have  a  strategy  for 
creating  -both  an  ASEAN  Economic  Com-  -  - 
munity  and  the  East  Asian  community. 
They  have  to  be  pursued  in  parallel.  In 
essence,  it  needs  to  assure  that:  (a) 
bi lateral  initiatives  become  building  blocks 
towards  an  East  Asian  community;  (b)  the 
various  bilateral  and  sub-regional  ar- 
rangements will  strengthen  economic  re- 
form efforts  within  the  ASEAN  economies. 
This  strategy  has  to  be  supported  by 
other  East  Asian  countries.  In  fact,  it 
should  be  adopted  as  an  Eas't  Asian  strategy. 

Elements  (and  principles)  of  such  a 
strategy  have  been  formulated  first  by  a 
high-level  Task  Force  on  an  AFTA-CER 
FTA,  which  was  headed  by  Cesar  Virata. 
In  addition  to  WTO  consistency,  the 
elements  include: 

•  Comprehensiveness:  it  must  cover  trade 
in  all  goods,  services  (covering  all 
modes  of  supply),  investment,  techn- 
ical barriers  to  trade,  and  mutual  re- 
cognition agreements  (mss); 

•  Speed:  the  pace  of  liberalization  should 
proceed  faster  than  that  of  APEC; 

•  Flexibility:  some  elements  of  the  agree- 
ment can  be  achieved  earlier  than 
others  (early  harvest); 
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•  Simplicity:  the  rules  of  origin  in  relation 
to  the  FTA  element  must  be  as  liberal 
as  possible  and  should  be  simplified 
and  standardized; 

•  Facilitation:  trade  and  investment  facil- 
itation are  to  be  pursued  continuously; 

•  Capacity  building  as  an  integral  part 
of  the  arrangement. 

Comprehensive  coverage  is  illustrated 
by  the  Singapore-Japan  New  Age  Partner- 
ship (JSEPA),- which  was  sigaed  in. January. 
2002.  It  has  two  main  components: 

1.  liberalization  and  facilitation.  This 
component  covers:  trade  in  goods  (in- 
cluding elimination  of  tariffs),  rules  of 
origin,  MRAs,  trade  in  services,  invest- 
ment, movement  of  natural  persons, 
intellectual  proper-tyxrights,  paperless 
trading,  competition  policy,  government 
procurement,  and  customs  procedures. 

2.  closer  economic  partnership,  which 
includes:  iCT,  human  resources  devel- 
opment, trade  and  investment  pro- 
motion, SMEs,  tourism,  financial  services, 
science  and  technology,  and  broad- 
casting. 

The  ASEAN-Japan  bilateral  initiative,  as 
proposed  by  Prime  Minister  Koizumi  in 
January  2002,  has  also  led  to  a  Joint  De- 
claration on  Comprehensive  Economic 
Partnership,  signed  at  the  Sixth  APT 
Summit  in  November  2002.  The  decla- 
ration proposed  the  comprehensiveness 
not  only  of  sectors  but  also  of  countries, 
although  allowing  for  the  development  of 
bilateral  economic  partnerships  between 
Japan  and  individual  ASEAN  countries. 


In  addition,  it  stipulated  the  following 
guiding  principles:  reciprocity  and  mutual 
benefits,  special  and  differential  treatment 
(and  additional  flexibility  to  the  new 
ASEAN  members),  to  begin  in  areas  where 
implementation  is  feasible.  The  declaration 
stated  that  the  Partnership  agreement 
would  include  "elements  of  a  possible  free 
trade  area"  that  "should  be  completed 
as  soon  as  possible  within  10  years,  taking 
into  account  the  economic  levels  and 
sensitive  sectors  in  each  country".  A  frame- 
work agreement  is  to  be  endorsed  by  the 
leaders  in  2003. 

It  may  well  be  that  the  ASEAN-Japan 
Framework"  Agreem"ent  be 'modeJed  and 
expand  on  the  Framework  Agreement  on 
Comprehensive  Economic  Cooperation 
between  ASEAN  and  China,  signed  in 
Phnom  Penh  on  4  November  2002. 

The  Agreement  consists  of  16  Articles.  Ar- 
ticle 2  lists  the  measures  for  comprehensive 
economic  cooperation  to  establish  an  ASEAN- 
China  FTA  within  10  years.  These  include: 

(a)  progressive  elimination  of  tariffs  and 
non-tariff  barriers  in  substantially  all 
trade  in  goods; 

(b)  progressive  liberalization  of  trade  in 
services  with  substantial  sectoral 
coverage; 

(c)  establishment  of  an  open  and  com- 
petitive investment  regime  that  fa- 
cilitates and  promotes  investment 
within  the  ASEAN-China  FTA; 

(d)  provision  of  special  and  differential 
treatment  and  flexibility  to  the  newer 
ASEAN  members; 
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(e)  provision  of  flexibility  in  the  negotiat- 
ions to  address  their  sensitive  areas  in 
the  goods,  services  and  investment 
sectors  with  such  flexibility  to  be  ne- 
gotiated and  mutually  agreed  based 
on  the  principle  of  reciprocity  and 
mutual  benefits; 

(0  establishment  of  effective  trade  and 
investment  facilitation  measures,  in- 
cluding, but  not  limited  to,  simpli- 
fication of  customs  procedures  and 
-  development- of  mutual  recognition 
arrangements; 

(g)  expansion  of  economic  cooperation 
in  areas  as  may  be  mutually  agreed 
upon  that  will  complement  the  deepen- 
ing of  trade  and  investment  links 
and  formulation  of  action  plans  and 

■  programs  in  order  to  implement  the 
agreed  sectors/areas  of  cooperation;  and 

(h)  establishment  of  appropriate  mechan- 
isms for  the  purposes  of  effective  im- 
plementation of  the  Agreement. 

Substantive  articles  in  the  Agreement 
are:  Article  3  on  Trade  in  Goods  and 
Article  6  on  Early  Harvest.  Negotiations 
in  the  area  of  goods  trade  will  involve 
a  gradual  reduction  or  elimination  of 
substantially  all  products.  In  the  Normal 
Track,  the  listed  products  will  have  their 
respective  applied  MFN  tariff  rates  gradu- 
ally reduced  or  eliminated  in  accordance 
with  specified  schedules  and  rates  (to  be 
mutually  agreed  upon)  over  a  period 
from  1  January  2005  to  2010  for  ASEAN 
6  and  China,  and  from  1  January  2005  to 
2015  in  the  case  of  the  newer  ASEAN 
members.  In  regard  to  the  Sensilive  Track, 


the  respective  MFN  tariff  rates  will  be 
reduced  (and  eliminated)  in  accordance 
with  the  mutually  agreed  end  rates  and 
end  dates,  or  time-frames.  The  number  of 
products  in  the  Sensitive  Track  is  subject 
to  a  maximum  ceiling.  The  negotiations 
will  also  cover  other  detailed  rules,  such 
as  reciprocity,  rules  of  origin,  treatment 
of  out-of-quota  rates,  non-tariff  measures, 
safeguards,  subsidies  and  countervailing 
measures,  and  anti-dumping  measures. 
It  -will  also  cover-  facilitation- and  pro- 
motion of  effective  and  adequate  pro- 
tection of  TRIPS.' 

An  Early  Harvest  program  has  been 
agreed  upon.  The  products  covered  by 
this  program  include  all  agricultural 
products  (chapters  01  to  08)  at  the  8/9 
digit  level  (HS  Code),  except  those  in  the 
Exclusion  List.  Additional,  specific  pro- 
ducts, negotiated  bilaterally,  have  also 
been  included  in  the  program  (a  number 
of  ASEAN  countries  have  not  concluded 
their  negotiations).  Products  under  this 
program  are  divided  into  3  categories  for 
tariff  reduction  and  elimination: 

(a)  Category  1:  products  with  MFN  tariff 
rates  higher  than  15%  for  China  and 
ASEAN  6,  and  30%  or  higher  for  the 
newer  ASEAN  members. 

(b)  Category  2:  products  with  MFN  tariff 
rates  between  5%  and  15%  for  China 
and  ASEAN  6,  and  between -15%  and 
30%  for  the  newer  ASEAN  members. 

(c)  Category  3:  products  with  MFN  tariff 
rates  lower  than  5%  for  China  and 
ASEAN  6,  and  lower  than  15%  for 
the  newer  ASEAN  members. 
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For  China  and  ASEAN  6,  the  follow- 
ing will  be  the  implementation  time- 
frames: 


Product 

Not  later 

Not  later 

Not  later 

Category 

than 

than 

than 

1/  1  /04 

1/1/05 

1/1/06 

1 

10% 

57o 

07o 

2 

5% 

0% 

0% 

3 

0% 

07o 

0% 

For  the  newer  ASEAN  members  the 
time-frame  is  stretched  out  to  I  January 
2010.  Vietnam  will  begin  the  process 
before  1  January  2004,.  while  Laos,  Myah- 
mar  and  Cambodia  before  1  January 
2006.  Cambodia's  elimination  of  tariffs 
will  be  slower  than-^that  by  Laos  and 
Myanmar  (by  one  year). 

Many  observers  have  expected  that 
the  Early  Harvest  program  will  be  more 
substantial  than  finally  agreed  upon.  The 
program  covers  about  10%  of  all  tariff 
lines,  involving  600  products  that  belong 
to  the  following  categories:  live  animals, 
meat  and  edible  meat  offal,  fish,  dairy 
produce,  other  animal  products,  live  trees, 
edible  vegetables,  edible  fruits  and 
nuts.  Trade  between  ASEAN  and  China 
in  products  covered  by  the  program 
amounted  only  to  about  US$850,000 
in  2001. 


The  fact  that  the  Early  Harvest  pro- 
gram was  not  a  major  "bang"  suggest  how 
difficult  the  follow-up  negotiations  will 
be.  Future  negotiations  will  be  conducted 
by  the  ASEAN-China  Trade  Negotiation 
Committee  (ASEAN-China  TNC).  One 
wonders  whether  the  Committee  has  the 
ability  to  deal  with  the  total  package 
covered  by  the  Framework  Agreement 
so  as  not  to  get  bogged  down  in  the  FTA 
negotiations  and  yet  still  be  able  to  pro- 
duce a  significant  outcome.  This  is  why 
the  broad-based,  comprehensive  agree- 
ment is  so  critical  to  the  success  of  the 
undertaking.  The  irrstifutional  arrangement 
must  match  this  task. 


REFERENCES 

Ito,  Takatoshi.  2000.  "Regional  Cooperation  in 
Asia:  Theoretical  Framework,  Recent  Move- 
ments, and  Prospects."  Presentation  at  the 
East  Asian  Economic  Association  Confer- 
ence, Singapore,  August  (?). 

jayasuriya,  Kanishka.  2000.  "Asia-Pacific  regional- 
ism in  the  form  of  "  minilateralism."'  The 
Straits  Times,  Singapore,  18  November. 

Soesastro,  Hadi.  2001.  "Towards  an  East  Asian 
Regional  Trading  Arrangement."  in  Simon 
SC  Tay,  Jesus  Estanislao,  Hadi  Soesastro 
(eds.),  Reinventing  ASEAN.  Singapore:  In- 
stitute of  Southeast  Asian  Studies,  226-242. 

Thayer,  Carlyle  A.  2000.  "ASEAN  Ten  Plus  Three: 
An  Evolving  East  Asian  Community?"  Pacific 
Forum  CSIS  Comparative  Connections,  an  e- 
journal  on  East  Asian  bilateral  relations,  4th 
quarter. 


ASEAN  Institutional  Structure 
and  Decision  Making* 

C.P.F.  Luhulima 


INTRODUCTION 

THERE  are'-specific  invariables  in 
the  evolution  of  ASEAN.  National 
sensitivities  have  prevented  mem^- 
ber  governments  from  developing  ASEAN 
institutions  beyond  the  concept  of  a  dep- 
endent variable.  Member  nations  should 
not  loose  control  of  ASEAN  at  all  times. 
ASEAN  should  remain  a  sub-system  due 
to  the  strong  objections  to  ASEAN  be- 
coming a  functional  organization.  Hence, 
a  conscious  and  formal  policy  of  in- 
tegration in  ASEAN  is  not  on  the  agenda. 

As  an  intergovernmental  association, 
ASEAN  is  regarded  by  its  members  as, 
first  and  foremost,  a  dimension  of  the 
foreign  affairs  of  member  states  and  thus 
the  primary  responsibility  of  the  Foreign 
Ministers.  It  highlights  a  strong  view  in 
ASEAN  that  its  fundamental,  indeed  over- 
riding, function  is  the  maintenance  of  re- 
gional inter-state  harmony  rather  than  the 
forging  of  functional  cooperation.  Foreign 


*  Paper  presented  .it  the  Wurkshofi  un  ASEAN 
Studirs  ProartHi)  St.)itd.]rdi/ali(>i)  <il  University  of 
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.Minjsters._c.ontj.nu.e  .to  .insist  that  they 
must  take  precedence  over  all  other  min- 
isters in  ASEAN  matters,  whatever  their 
national  ministerial  precedence  at  home, 
and-the  ASEAN-  machinery  must-  reflect 
this  accordingly.  This  sentiment  has  been 
voiced  very  strongly  by  the  then  Filipino 
foreign  minister  at  the  AMM  in  Jakarta  in 
1974.  At  the  time  Carlos  Romulo,  com- 
menting on  the  report  of  the  special  com- 
mittee of  ASEAN  secretaries-general  to 
consider  the  establishment  of  the  ASEAN 
Secretariat,  unequivocally  reiterated  the 
status  of  the  AMM  in  the  restructuring 
process:  "The  ministerial  meeting  shall 
remain  the  policy  deciding  body  in 
ASEAN  and  this  power  shall  in  no  way 
be  diminished".' 

ASEAN  MINISTERIAL  MEETINGS 

Although  intra-regional  economic  co- 
operation is  one  of  the  cornerstones  of 


See  C.P.F.  Luhulima,  "ASEAN  Institutions 
and  modus  operandi:  LooklnH  back  and  looking 
forward"  in  Noordin  Sopiee  el  al.,  eds.,  ASEAN  at 
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itii'S  in  Economic  Cooperation  (Kuala  Lumpur: 
Institute  of  Slralegic  and  International  Studies, 
1987),  171. 
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ASEAN's  foundations,  it  was  only  at  the 
second  and  third  ASEAN  Ministerial 
Meetings  (AMMs)  that  economic  coop- 
eration projects  of  limited  scale  were 
launched.  In  the  ASEAN  Declaration, 
signed  in  Bangkok  (8  August  1967)  it 
is  stated  that  ASEAN's  central  objective 
is  to  accelerate  economic  growth  through 
joint  endeavors,  under  the  aegis  of  the 
Foreign  Ministers.  But  it  was  only  at  the 
Bali  Summit  that  economic  cooperation 
including  the  welfare  of  the  people  in  the 
region  was  instituted,  as  a. separate,  entity.  . 
The  machinery  of  ASEAN  economic  co- 
operation, the  ASEAN  Ministerial  Meeting 
on  Economic  Cooperation  (AEM)  pro- 
ceeds towards  the  forging  of  functional  co- 
operation. The  wider  regional  and  global 
market-driven  integration  involuntarily 
drives  ASEAN  towards  market  integra- 
tion and  progressive  adaptations  of  its 
machinery.  Like  the  AMM,  the  AEM  is 
held  annually.  The  ASEAN  Free  Trade 
Area  (AFTA)  Council  was  established  by 
the  Fourth  ASEAN  Summit  in  Singapore 
to  supervise,  coordinate  and  review  the 
implementation  of  the  Common  Effective 
Preferential  Tariff  (CEPT)  Scheme  for  AFTA. 

Ministers  for  specific  sectors  of  eco- 
nomic cooperation  meet  regularly  to 
guide  ASEAN  cooperation  in  their  fields 
of  responsibility.  These  are  meetings  of 
Ministers  of  Energy  (since  its  inception  in 
1980),  Ministers  of  Agriculture  and  For- 
estry (since  1  979),  Ministers  of  Tourism 
(only  since  1990),  Ministers  of  Transport 
and  Communication  (only  since  1996), 
and  Ministers  of  Labour  (since  1  975). 
These  sectoral  Economic  Ministers  report 
to  the  AEM. 


The  ASEAN  Finance  Ministers  (AFMM) 
only  met  in  Phuket  on  1  March  1997  prior 
to  the  ASEAN  financial  crisis  within  the 
Framework  Agreement  on  Enhancing  Eco- 
nomic Cooperation  (Fourth  ASEAN  Sum- 
mit 1992)  "to  further  enhance  cooperation 
in  the  field  of  capital  markets,  encour- 
age and  facilitate  the  free  movement  of 
capital  and  other  financial  resources  in 
order  to  enhance  trade  and  investment" 
and  "recognizing  that  international  fin- 
ancial and  macroeconomic  policies  and 
developments  can  have  sign ificant  ef- 
fects on  the  region's  economies."  They 
promise  to  meet  "regularly,  forma-lly 
and/or  informally,"  following  the  pattern 
of  xhe  ASEAN  Summits  to-  "provide  policy 
directions  on  strengthening  cooperation 
and  facilitation  in  the  area  of  finance." 

The  horizontal  coordination  mechan- 
ism between  the  two  groups  of  ministerial 
sessions,  the  ASEAN  Ministerial  Meeting 
(AMM),  the  annual  meeting  of  foreign 
ministers,  and  the  ASEAN  Economic  Min- 
isters Meeting  AEM)  is  the  joint  Ministerial 
Meeting  (jMM)  as  established  at  the 
Manila  Summit  in  1987,  which  meets  as 
and  when  necessary  to  facilitate  the  cross- 
sectoral  coordination  of  and  consultation 
on  ASEAN  activities.  The  Foreign  or  Eco- 
nomic Ministers  can  convene  either  the 
JMM  "on  a  regular  basis  under  the  joint 
chairmanship  of  the  AMM  and  AEM 
Chairmen".  The  JMM  usually  meets  prior 
to  the  Summit. 

The  elevation  of  the  JMM  to  become 
the  highest  ministerial  coordinating  body 
of  intra-ASEAN  affairs  is  a  logical  conse- 
quence of  the  proposed  institutional  set- 
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up.  However,  the  tremendously  progres- 
sive interdependence  among  political,  eco- 
nomic and  security  factors  do  not  ex- 
pand the  JMM's  task  to  also  include  co- 
ordination of  the  ASEAN  position  in  the 
ASEAN  Regional  Forum  in  order  to 
maintain  consistency  in  ASEAN's  stance 
in  its  overall  external  relations.  This  re- 
mains the  exclusive  prerogative  of  the 
ASEAN  Foreign  Ministers,  later  streng- 
thened in  the  newly  institutionalized 
ASEAN  Retreat.       -■         -  •   

.  ASEAN's- Economic  Ministers  have  in-, 
itiated  the  Special  Joint  Ministerial  Meeting 
corriprising..  the  ASEAN  .  Foreign, ..Finance., 
and  Economic  Ministers,  as  an  "innovative 
meeting  to  discuss  cross-sectoral  coor- 
dination to  aid  the  regional  recovery 
process".^  It  is  in  their  statement  "an 
unprecedented  event  in  the  history  of 
ASEAN  cooperation"  and  has  been  held 
at  a  time  when  "ASEAN  is  showing  en- 
couraging signs  of  economic  recovery." 
This  economic  recovery  was  attributed 
basically  to  the  combination  of  fiscal, 
monetary  and  structural  reforms,  which 
were  collectively  and  individually  in- 
troduced by  the  Member  Countries.  It  is 
the  same  recovery,  which  now  prompts 
prime  movers  in  the  region  to  assess  the 
initiatives  so  far  implemented  and  rede- 
fine goals  that  would  lead  to  sustained 
economic  resurgence  and  gear  ASEAN 
up  for  global  competition.  "This  fusion 
of  three  (3)  important  sectoral  Ministers 


-joinl  Press  Sl.ilt'mi'nl  of  the  Fhiily-t-irsl  ASFAN 
Eionomic  Ministers  Meeting;,  30  Sepleniber  lyyy, 
Singapore,  P.ira  39. 


in  the  region  provides  a  timely  oppor- 
tunity for  ASEAN  to  start  working  towards 
this  end."-'  It  is  very  apparent  that  the 
ASEAN  Economic  Ministers  have  now, 
since  the  economic  and  financial  crisis, 
taken  over  the  management  of  ASEAN 
from  the  Foreign  Ministers,  substituting 
the  SJMM  for  the  JMM. 

As  a  consequence,  ASEAN's  Foreign 
Ministers  instituted  a  Retreat  of  the 
ASEAN  Foreign  Ministers  in  Yangon  on 
March  31,  2001  separate  from  the  regular 
ASEAN  Ministerial.  Meeting.  The -Retreat, 
they  argued,  provides  an  opportunity  for 
all.  ten  ASEAN  Fp_reign  Ministers. to  hp|d 
frank  and  wide-ranging  discussions  on 
the  future  of  ASEAN,  the  ASEAN  Regional 
Forum  (ARF)  and  ASEAN's  dialogue  re- 
lationships. It  is  part  of  a  continuous  pro- 
cess of  serious  re-examination  of  the 
longer-term  issues  facing  ASEAN.  The 
Foreign  Ministers  reiterated  that  they 
were  committed  to  continually  shaping 
an  ASEAN  that  was  attuned  to  the  chal- 
lenges of  the  times.  In  discussing  the 
future  direction  of  ASEAN,  the  Foreign 
Ministers  focus  on  the  challenges  con- 
fronting ASEAN,  which  could  under- 
mine ASEAN's  image  and  they  stress  the 
need  "to  remain  dynamic  and  adapt  to 
changes  in  the  external  environment." 
They  further  reaffirmed  the  fundamental 
principles  of  ASEAN  and  the  importance 
of  working  together  to  strengthen  ASEAN 
in  order  to  face  up  to  the  challenges 
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ahead.  In  the  long  term,  the  realization 
of  ASEAN  Ten  will,  in  their  view,  straig- 
then  regional  resilience.  The  question 
here  is  whether  that  is  not  already  of  the 
task  of  the  AMM. 

Earlier,  at  the  Third  ASEAN  Informal 
Summit  in  Manila  (28  November  1999), 
the  ASEAN  Heads  of  State/Government 
agreed  to  the  proposal  of  Prime  Minister 
Chuan  Leekpai  of  Thailand  that  an  ASEAN 
Troika  be  constituted  as  an  ad  hoc  body 
at  the  ministerial  level  in  order  that 
ASEAN  could  address  more  effectively 
and  cooperate  more  closely  on  issues 
affecting  regional  peace  and  stability. 
Should  an  issue  or  situation  arise  which 
is  likely  to  disturb  regional  peace  and 
harmony  and  which  has  the  potential  to 
affect  ASEAN  in  political  or  security  terms 
and  requires  collective  action  by  ASEAN, 
the  ASEAN  Foreign  Ministers,  upon  the 
request  of  the  ASC  Chairman  or  any  other 
ASEAN  Foreign  Minister,  could,  on  the 
basis  of  consensus,  establish  an  ASEAN 
Troika  and  determine  its  mandate.  The 
purpose  of  the  ASEAN  Troika  is  thus  to 
enable  ASEAN  to  address  in  a  timely 
manner  urgent  and  important  regional 
political  and  security  issues  and  situations 
of  common  concern  likely  to  disturb  re- 
gional peace  and  harmony.  It  is  not  in- 
tended to  represent  ASEAN  beyond  the 
issues  assigned  by  the  ASEAN  Foreign 
Ministers.  By  helping  ASEAN  to  be  more 
responsive  to  the  growing  interdepend- 
ence between  the  countries  of  Southeast 
Asia,  the  ASEAN  Troika  would  serve  to 
elevate  ASEAN  cooperation  to  a  higher 
plane  and  further  serve  to  enhance 
ASEAN's  unity  and  solidarity,  as  well 
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as  its  overall  effectiveness.  It  should  thus 
serve  as  an  early  warning  system.''  The 
ASEAN  Troika  comprises  the  Foreign  Min- 
isters of  the  present,  past  and  future  chairs 
of  the  ASC,  which  rotates  in  accordance 
with  the  ASC  Chairmanship. 

Contrary  to  expectations,  the  2001 
ASEAN  Declaration  on  Joint  Action  to 
Counter  Terrorism  did  not,  however,  call 
on  an  ASEAN  Troika  "to  strengthen  re- 
gional cooperation  in  combating  terrorism 
in  all  its  forms."  Instead,  the  ASEAN's 
Seventh  Summit  in  Brunei  Darussalam 
tasks  the  ASEAN  Ministerial  Meeting  on 
Transnational  Crime  comprising  the  Min- 
isters of  Home  Affairs  of  the  member 
countries  to  continue  to  focus,  next  to 
transnational  crime,  on  "terrorism  and 
deal  effeciively  with  the  issue  at  all  levels 
and  endorse  the  convening  of  an  Ad 
Hoc  Experts  Group  Meeting  and  special 
sessions  of  the  SOMTC  and  AMMTC 
focussing  on  terrorism."  Non-conventional 
threats  seem  to  the  ASEAN  Heads  of  Gov- 
ernments a  task  of  the  AMMCT  rather  than 
that  of  the  Foreign  Ministers.  However, 
with  the  introduction  of  terrorism  in  the 
ASEAN  Regional  Forum,  Foreign  Ministers 
will  have  to  deal  with  that  issue  in  that 
forum.  It  will  thus  be  a  coordination  prob- 
lem in  fighting  terrorism  in  ASEAN. 

The  ASEAN  Ministers  of  the  Interior/ 
Home  Affairs  convened  for  the  first  time 
in  Manila  (18-20  December  1997)  to  co- 
operate in  combating  transnational  or- 
ganised crime,  including  terrorism.  They 
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decided  that  they  would  be  tlie  highest 
pohcy-making  body  on  ASEAN  coopeici- 
tion  in  combating  transnational  crime 
(ASEAN  -Ministerial  Meeting  on  Trans- 
national Crime-  AMMTC)  and  convene 
once  in  every  two  years  to  coordinate 
activities  of  relevant  ASEAN  bodies,  such 
as  the  ASEAN  Senior  Officials  on  Drug 
Matters,  ASEAN  Cliiefs  of  National  Police 
(ASEANOPOL),  ASEAN  Directors-General 
of  Customs,  and  ASEAN  Directors-General 
of-  lmmi-gratioi>  -and  H-eads  of-Consukir 
Division,  Ministry  of  Foreign  Affairs.  They 
would  also  cooperate  and  coordinate  on 
matters  of  transnational  crime  with  other 
ASEAN  bodies  such  as  the  ASEAN  Senior 
Law  Officials'  Meeting  and  the  ASEAN 
Attorney  Generals'  Meeting.  They  refer- 
red, however,  to  the  29th  ASEAN  Min- 
isterial Meeting  (AMM)  in  Jakarta  in  July 
1996  on  the  need  to  focus  attention 
on  such  issues  as  narcotics,  economic 
crimes,  including  money  laundering,  en- 
vironment and  illegal  migration  which 
transcend  borders  and  affect  the  lives 
of  the  people  in  the  region,  and  tlie  urgent 
need  to  manage  such  transnational  issues 
so  that  they  would  not  affect  the  long 
term  viability  of  ASEAN  and  its  individual 
member  nations;  to  the  First  Informal 
ASEAN  Summit  in  November  1996  in 
Jakarta  to  request  the  relevant  ASEAN 
bodies  to  study  the  possibility  of  regional 
cooperation  on  criminal  matters,  includ- 
ing extradition;  to  the  decision  of  the  30th 
AMM  in  Kuala  Lumpur  in  July  1997  which 
stressed  the  need  for  sustained  coop- 
eration in  addressing  transnational  con- 
cerns including  the  fight  against  terrorism, 
trafficking  in  people,  illicit  drugs  and  arms. 


and  piracy;  and  to  the  agreenient  among 
FHe.ids  of  (Government  during  the  Second 
Informal  Summit  in  December  1997  in 
Kuala  Lumpur  to  take  firm  and  stern  mea- 
sures to  combat  such  crimes  as  drug 
trafficking  and  trafficking  of  women  and 
cliildren,  as  well  as  other  transnational 
crime. 

The  other  ministerial  mmetings,  such 
as  Health  (since  1980  irregularly,  latest 
..one  in  March  2002),  Environrnent  (1984  - 
1997  and  then  2000  Social  Welfare  (only 
fuur  times  since  1977),  Education  (first 
one  in  1  977,  very  irregular).  Justice  are 
-not  held  as  regularly  -as  the-meeting  of  — 
the  Foreign  and  Economic  Ministers.  The 
regularization  of  these  meetings  may 
help  towards  better  coordination  of 
functional  cooperation  into  the  future. 
Still,  strong  persuasive  powers  will  have 
to  be  developed  to  convince  the  other 
ASEAN  ministers  to  regularize  their  meet- 
ings to  attain  higher  levels  of  coordin- 
ation to  make  ASEAN  a  working  functional 
organization.  Each  of  these  meetings  of 
ministers  has  their  own  senior  officials 
meetings. 

The  Ministerial  Meetings  are  supported 
by  the  Senior  Officials  Meeting  (SOM), 
Senior  Economic  Officials  Meeting  (SEOM) 
and  for  the  Finance  Ministers  by  the 
ASEAN  Senior  Finance  Officials  Meet- 
ing (ASFOM),  and  the  ASEAN  Ministerial 
Meeting  on  Agriculture  and  Forestry,  the 
Senior  Officials  Meeting  on  AMAF  and 
the  ASEAN  Senior  Officials  on  Forestry 
(ASOF)  and  other  such  senior  officials 
meetings. 
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THE  SINGAPORE  SUMMIT  OF 
1992  AND  ASEAN'S  RESTRUC- 
TURING 

The  problems  ASEAN  faces  in  its  struc-. 
tural  set-up  and  development  are  those  of 
coordination,  the  proliferation  of  meet- 
ings —often  with  no  clear  regional  object- 
ives in  mind—  the  limited  mandate  given 
to  the  ASEAN  Secretariat,  and  the  rigid 
institutional  structure  to  face  internal 
and  external  challenges.  The  major  source 
of  the  problem  of  coordination- is  the 
hierarchy  and  jurisdiction  between  the 
foreign  and  economic  'ministers  and 
among  the  various  economic  ministers 
themselves/ as  well  as  a  lack  of  awareness 
among  other  ministers  to  make  optimum 
use  of  ASEAN  to  find  solutions  to  their 
problems  regionally..-^ 

Excessive  proliferation  of  meetings  is 
the  other  major  problem.  The  decentral- 
isation of  decision-making  and  decision- 
taking,  the  absence  of  clear  guidelines 
for  economic  and  functional  cooperation, 
and  the  over-emphasis  on  ad  hoc  projects 
are  meant  to  involve  member  states  and 
various  societal  groupings  in  the  devel- 
opment of  ASEAN.  Decentralization  also 
brings  people  involved  in  ASEAN  activities 
closer  together  so  that  mutual  under- 
standing will  be  stepped  up.  On  the  other 
hand,  decentralization  is  used  to  exploit 
ASEAN  cooperation  for  the  national  in- 
terest or  even  personal  interest  of  the 
officials  involved.  Decentralization  in 
actual  practice  results  in  the  increase  in 
the  number  of  proposals  for  cooperation 
projects  that  cannot  be  shown  to  be  in 
the  equal  interest  of  all  ASEAN  members. 


This  tendency  leads  up  to  unnecessary 
delays  in  cooperative  activities  as  de- 
cisions cannot  be  taken  efficiently. 

Excessive  proliferation  also  results  in 
the  general  conviction  that  more  re- 
sponsibility should  be  given  to  the  ASEAN 
Secretariat.  Moreover,  the  need  for  a 
ASEAN  identity  grew  incessantly  which 
means  the  need  for  a  distinct  focal  or 
reference  point.  However,  more  respons- 
ibility means  the  centralisation  of  coordin- 
ation and.  authority  in  the  ASEAN  Secret- 
ariat and  consequently  the  dissolution  of 
the  five  economic  committees  and  their 
technical  secretariats.  Resistance  to  the 
implication-  of  the  strengthening  of  the 
ASEAN  Secretariat  is  the  main  reason 
why  proposals  of  the  1982  Task  Force  and 
of  the  ASEAN-CCI  Group  of  Fourteen  on 
ASEAN  Economic  Cooperation  and  In- 
tegration (1987)  are  not  agreed  upon. 

The  idea  of  reducing  ASEAN  meetings 
should,  however,  not  overlook  one  crucial 
factor.  ASEAN  meetings  have  served  as 
an  astounding  vehicle  for  developing 
mutual  understanding  and  solidarity,  for 
developing  of  what  is  called  the  spirit  of 
ASEAN-those  intangibles  that  have  prim- 
arily kept  ASEAN  alive  and  blooming. 
A  critical  aspect  of  these  meetings  is  the 
tremendous  importance  put  on  networking. 
Familiarization  tours,  formal  and  in- 
formal contacts  among  counterparts,  the 
institutionalization  of  ad-hoc  problem- 
solving  committees,  visits  by  presidential 
and  ministerial  delegations,  all  these 
activities  emphasize  the  importance  of 
interpersonal  relations  at  all  levels  of  the 
national  bureaucracy  of  member  coun- 
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tries.  Networking  is  the  crucial  means  of 
settling  outstanding  matters  informally 
behind  the  scenes,  before  issues  are  made 
public.' A  careful-  balance  should  thus  be 
struck  between  the  number  of  meetings 
promoting  the  ASEAN  networking  ar- 
rangements and  the  ASEAN  spirit  and 
the  improvement  of  the  institutional  ef- 
ficiency to  further  ASEAN  cooperation. 

The  fundamental  international  changes 
since  1989  had  changed  ASEAN's.  position 
as  a  "price  takei"'  or  "free  i-ider"  as  all 
elements  that  supported  it,  such  as  the 
bipolar  structure  and  its  exclusivity  as 
a  J'egiortal  grouping  in-  the  Asia  Paci-fic 
have  dissipated.  It  was  with  such  con- 
siderations in  mind  that  the  23rd  ASEAN 
Ministerial  Meeting  (Jakarta,  24-25  July 
1990)  appointed  another  Panel  of  Eminent 
Persons  with  Tan  Sri  Ghazali  Shafie  as 
chairman  with  the  specific  task  "to  study 
and  make  the  necessary  recommend- 
ations on  strengthening  and  revamping  the 
structure  and  mechanism  of  ASEAN,  in 
particular  the  ASEAN  Secretariat".  This 
means  that  in  the  view  of  ASEAN's  For- 
eign Ministers  at  that  time  the  ASEAN 
Secretariat  cannot  be  separated  from  the 
wider  ASEAN  objectives.  The  realizemore 
responsibility  should  be  given  to  the 
ASEAN  Secretariat  to  reduce  the  excessive 
proliferation  of  meetings  and  to  cater  to 
the  need  for  an  ASEAN  identity. 

In  contrast  to  the  1982  Task  Force  pro- 
posals, which  did  not  receive  sufficient 
attention  in  the  Manila  Summit  of  1987, 
the  Singapore  Summit  of  January  1992 
accepted  a  great  number  of  proposals 
tabled   by  the   five-member   Panel  of 


Eminent  Persons  of  July  1991  and  incor- 
porated them  in  their  decisions.  Paragraph 
8  of  the  Singapore  Summit  of  1992  in- 
cluded seven  cruciaT  institutional  de- 
cisions which  should  be  elaborated  here: 

•  ASEAN  Heads  of  Government  shall 
meet  formally  every  three  years  with 
informal  meetings  in  between. 

This  is  an  idea  that  was  urged  in  the 
Manila  Summit  of  1987,  which,  how- 
ever,- produced  the  Joint  Ministerial 
Meeting  as  the  coordinating  body  for 
-■■  both  the  AMM  and  AEM  to  soothe 
their  institutional  rivalry.  In  actual 
■■  practice,  the  JMM- does  not  work  as 
both  the  AMM  and  AEM  and  the 
other  ASEAN  Ministers  report  directly 
to  the  Summit.  This  decision  is  not 
clear  on  the  coordination  at  the  min- 
isterial level  and  it  is  not  resolved. 

•  The  Secretary  General  pf  the  ASEAN 
Secretariat  shall  be  redesignated  as 
the  Secretary-General  of  ASEAN  with 
an  enlarged  mandate  to  initiate,  advise, 
co-ordinate  and  implement  ASEAN 
activities. 

The  1992  Summit  gives  particular 
powers  to  the  ASEAN  Secretary  Gen- 
eral and  the  Secretariat.  The  problem 
here  is  not  so  much  expanding  his 
mandate  as  enable  him  to  fully  carry 
out  his  existing  mandate.  Moreover, 
the  terms,  "initiate"  and  "implement- 
ation" were  clearly  mentioned  in  the 
Agreement  on  the  Establishment  of 
the  ASEAN  Secretariat  in  1976,  but 
their  meanings  have  never  been  clarified. 
In  addition,  "coordination"  and  "advise' 
was  also  mentioned  but  the  weighting 
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and  power  of  the  terms  were  not  clear. 
Does  "enlarged  mandate"  means  "en- 
larged effective  mandate'?  No,  for 
ASEAN's  Foreign  Ministers  and  their 
officials  it  does  not. ' " 

•  The  Secretary  General  of  ASEAN  shall 
be  appointed  on  merit  and  accorded 
ministerial  status. 

He  is  a  member  and  simultaneously 
interim  chairman  of  the  ASEAN  Stand- 
ing Committee.  He  is  responsible  to 

 the.  .Summit,  .and  the  .AMM  jf  they.jre 

in  session  and  to  the  chairman  of  "the 
ASC  at  all  other  times..  Since  he  .can 
also  be  tasked  by  the  Meetings  of 

 -  Heads  of.  State/Government,  he.  can 

report  directly  to  the  Summit  when 
it  is  in  session; 

•  The  ASEAN  orgarTizational  structure, 
especially  the  ASEAN  Secretariat,  shall 
be  streamlined  and  strengthened  with 
more  resources. 

The  ASEAN  Secretariat  can  act  as 
a  focal  point,  particularly  in  the  ad- 
ministration of  the  activities  of  the 
Foreign,  Economic  and  other  Minis- 
ters. This  is  very  important  since  ac- 
cording to  the  decision  of  the  Singa- 
pore Summit,  the  economic  ministers 
will  be  more  active  and  directly  in- 
volved in  ASEAN's  external  relations 
through  the  establishment  of  the  con- 
sultative mechanism  of  the  Trade  and 
Investment  Cooperation  Committee 
(TICC)  with  ASEAN's  major  trading  and 
dialogue  partners. 

•  The  professional  staff  of  the  ASEAN 
Secretariat  be  appointed  on  the  prin- 
ciple of  open  recruitment  and  based 


on  a  quota  system  to  ensure  repre- 
sentation of  all  ASEAN  countries  in 
the  Secretariat. 

•  The  five  present  ASEAN  Economic 
Committees  be  dissolved  and  the  Se- 
nior Economic  officials  Meeting  (SEOM) 
be  tasked  to  handle  all  aspects  of 
ASEAN  economic  cooperation. 

The  latter  decision  means  that  the 
function  of  SEOM  should  be  expanded. 
This  means  that  next  to  recommend- 
ing ASEAN. cooperative  programmes 
to  AEM  and  coordinating  and  over- 
seeing their  implementation,  SEOM 
also  monitors  and  evaluates  economic 
-  developments  and  their  impact  on  ■ 
ASEAN;  it  acts  on  behalf  of  AEM  in 
between  their  sessions  and  establishes 
a  new  organization  for  economic  co- 
operation. This  decision  also  means 
that  the  ASEAN  Secretariat  carry  out 
the  tasks  formerly  conducted  by  the 
five  economic  committees  until  such 
time  that  SEOM  establish  a  new  or- 
ganizational structure  for  economic 
cooperation.  The  Secretariat  also  as- 
sist in  overseeing,  coordinating  and 
•executing  CEPT/AFTA. 

The  six  institutional  decisions  have 
considerably  strengthened  the  ASEAN 
Secretariat;  they  have  streamlined  the 
ASEAN  structure  of  economic  cooperation 
and  enhanced  vertical  coordination. 

The  seventh  decision  made  at  the 
Summit  reads: 

•  A  ministerial  level  Council  be  estab- 
lished to  supervise,  co-ordinate  and 
review  the   implementation   of  the 
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at  the  Manila  Summit  in  1987.  The 
JMM  can  be  convened  by  both  the 
foreign  and  economic  ministers  "on 
a  regular  basis  under  the  joint  chair- 
manship of  the  AMM  and  AEM  Chair- 
men". The  task  of  cooperation  and 
consultation  between  the  AMM  and 
the  AEM  can  then  be  elevated  to  co- 
ordination and  reporting  to  the  higher 
decision-making  institution,  i.e.,  the 
Heads  of  Governments. 

The  elevation'  of'  the'  JMM  to  become 
the-  highest  ministerial  coordinating 
body  of  intra-ASEAN  affairs  is  a 
logical  consequence  of  the  proposed 
institutional  set-up.  The  JMM  shouici 
also  be  made  responsible  for  coor- 
dinating ASEAN's  positions  in  APEC, 
at  the  World  Trade  Organization  and 
as  a  consequence  of  the  tremendously 
progressive  interdependence  among 
political,  economic  and  security  factors 
also  in  the  ASEAN  Regional  Forum 
in  order  to  maintain  consistency  in 
ASEAN's  positions  in  its  overall  ex- 
ternal relations.  It  is  not  clear  how 
the  Special  Joint  Ministerial  Meeting 
relates  to  the  JMM.  (see  page  397) 


Agreement  on  the  Common  Effective 
Preferential  Tariff  (CEPT)  for  the  ASEAN 
Free  Trade  Area  (AFTA). 

This  decision  applies  only  to  the  exe- 
cution of  CEPT  and  AFTA  and  does 
not  mean  the  establishment  of  a  min- 
isterial council.  Hence,  the  problem 
of  coordination  and  equity  of  position 
in  ASEAN's  organizational  structure 
to  comprehensively  tackle  problems 
the  organization  countenances  has  not 
been  solved.  '      " "  _ 

1992  INSTITUTIONAL  DECIS- 
IONS OF  THE  FOREIGN  AND 
ECONOMIC  MINISTERS 

Apart  from  the  Heads  of  State/Govern- 
ment, the  Foreign  and  Economic  Ministers 
had  their  own  meeting  on  institutional 
matters  prior  to  the  Summit  to  solve  the 
problem  of  ministerial  coordination.  In 
their  report  to  the  ASEAN  Heads  of 
Government,  they  were  cautious  not  to 
recommend  that  the  ASEAN  Summit  co- 
ordinate ministerial  meetings.  They  recom- 
mend that: 

•  the  present  structure  and  mechanism 
of  the  AMM,  the  AEM  and  the  Joint 
Ministerial  Meeting  of  ASEAN  Foreign 
and  Economic  Ministers  (JMM)  should 
be  retained; 

•  the  JMM  should  be  convened  on  a 
regular  basis  under  the  joint  chairman- 
ship of  the  AMM  and  AEM  Chairmen. 

The  horizontal  coordination  mechan- 
ism between  the  two  groups  of  min- 
isterial sessions  will  remain  the  joint 
Ministerial  Meeting  (JMM)  as  decided 


The  Foreign  and  Economic  Ministers 
further  decided  that 

•  the  ASEAN  Foreign  Ministers  should 
continue  to  co-ordinate  all  ASEAN 
affairs  on  the  understanding  that  eco- 
nomic issues  under  the  purview  of 
the  AEM  be  handled  by  the  ASEAN 
Economic  Ministers; 

•  the  ASEAN  Standing  Committee  (ASC) 
should  be  reconstituted  to  comprise 
the  Secretary-General  of  ASEAN  and 
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the  ASEAN  Directors-General  as  mem- 
bers with  the  Foreign  Minister  of  the 
host  country  of  the  AMM  as  Chairman. 
The  Ministers  also  proposed  that  the 
first  and  the  last  ASC  meetings  would 
be  held  in  the  country  chairing  the 
ASC  and  chaired  by  the  ASC  Chair- 
man. The  other  ASC  Meetings  would 
be  held  at  the  ASEAN  Secretariat  in 
Jakarta  under  the  chairmanship  of 
the  Secretary  General  of  ASEAN  on 
behalf  of  the  Chairman  who  would 
report  to  the  ASC  Chairman  on  the 
deliberations  of  the  meetings.  In 
practice,  ASC  meetings  have  been  held 
in  other  capitals  on  a  rotating  basis  to 
overcome  the  monotonous  routine  of 
meeting  in  Jakarta.  Since  the  financial 
crisis  this  rotation  was  discontinued 
and  ASC  meetings  were  again  held 
in  the  ASEAN  Secretariat. 

The  reconstitution  of  the  ASEAN  Stand- 
ing Committee  (ASC)  —to  comprise  the 
Secretary  General  and  the  Directors  Gen- 
eral of  the  ASEAN  National  Secretariat, 
replacing  the  accredited  Ambassadors 
of  the  member  countries,  and  to  carry 
on  the  work  of  the  Association  in  be- 
tween Meetings  of  Foreign  Ministers—  gives 
the  ASEAN  Secretary  General  enhanced 
coordinating  powers,  since  he  chairs  ASC 
meetings  between  the  first  and  the  last 
as  the  representative  of  the  foreign  min- 
ister of  the  host  country. 

If  this  coordinating  body  comprises  the 
Directors-General  of  ASEAN,  decisions 
can  be  taken  quickly  since  they  are  up- 
to-date  on  national  positions  on  issues  of 
ASEAN  cooperation  although  they  can- 


not be  said  to  represent  the  position  of 
their  government  as  a  whole.  This  has 
been  the  experience  ever  since  they 
were  de  faclo  included  in  the  former 
structure  of  the  ASC.  Their  inclusion 
seems  to  offset  the  insufficient  coordin- 
ation of  ASEAN  activities  on  the  national 
level. 

What  seems  to  be  equally  important 
in  ASEAN's  development  is  the  regulariza- 
tion  of  the  Joint  Coordination  Meeting 
(JCM).  The  JCM  has  provided  an  excel- 
lent platform  for  coordinating  ASEAN 
positions  on  external  issues  at  the  Senior 
Official  level,  such  as  on  dialogue  relations 
and  on  APEC.  The  JCm  is  chaired  by 
the  Secretary  General  of  ASEAN.  Regul- 
arization  of  JCMs,  and  improved  coordin- 
ation at  the  national  level  would  indeed 
be  a  means  of  achieving  greater  coop- 
eration, consultation  and  coordination 
between  ministerial  meetings  and  their 
senior  officials  meetings. 

Furthermore,  SOM  and  SEOM  should 
be  institutionalized  to  regularize  their 
meetings.  SEOM  is  tasked  to  handle  all 
aspects  of  ASEAN  economic  coopera- 
tion. If  necessary,  ad  hoc  working  groups 
could  be  established  to  assist  SEOM  in 
specific  issues.  The  25th  AEMM  (Singa- 
pore, 4-9  October  1993)  further  deliber- 
ated upon  the  Singapore  Summit  and 
determined  the  position  of  SEOM  and 
ASEAN  Secretariat  as  part  and  parcel 
of  the  economic  cooperation  machinery. 
The  substantive  tasks  of  the  economic 
committees  that  were  dissolved  at  the 
Summit  are  relegated  to  SEOM,  while 
the  administrative  tasks,  i.e.,  the  tasks  of 
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the  Interim  Technical  Secretariats,  are  re- 
legated to  the  ASEAN  Secretariat. 

As  a  consequence  of  this  decision, 
SEOM  has  regularized  its  meetings,  has 
obtained  a  broader  function,  and  an- 
cillary mechanisms.  The  strengthening  of 
SEOM  which  have  so  far  been  dominated 
by  the  trade  and  industrial  sectors  com- 
prised other  sectors  of  economic  coop- 
eration. 

RE-EVALUATION  OF  ASEAN'S 
ORGANIZATIONAL  MECHANISM 

 The  devastating  ecoiTomic  and  fin- 
ancial crisis  and  of  the  security  outlooks 
and  doctrines  of  the  ASEAN  countries 
as  a  consequence  of  the  spread  of  in- 
ternational terrorism  after  the  September 
n,  2001  destruction  of  the  WTC  in  New 
York  have  shown  that  traditional  appro- 
aches to  security  are  incapable  of  tackling 
the  crisis.  Since  national  and  regional  re- 
silience, ASEAN  concept  of  security  build- 
ing have  traditionally  addressed  the  po- 
litical and  security  elite  and  the  relevant 
bureaucracy  in  facing  security  threats  and 
challenges,  economic  and  financial  security 
and  security  against  terrorism  and  trans- 
national organised  crime  fall  outside  the 
conventional  security  configuration  para- 
meters. ASEAN'S  traditional  security  out- 
looks —although  they  have  claimed  time  and 
again  to  be  comprehensive—  are  in  practice 
only  partly  comprehensive. 

Moreover,  ASEAN  politicians  have 
been  prepared  for  the  positive  implicat- 
ions of  capitalism  in  the  region.  They  are 
aware  that  economic  growtii  has  boosted 


the  performance  of  governments  in  the 
region.  Governments  have  expanded  the 
resources  necessary  to  fulfil  public  and 
•social  needs.  They  have  expanded  peo- 
ple's confidence  and  optimism  in  their 
pqtential  and  their  future.  These  animating 
principles  have  helped  ASEAN's  leaders 
to  strengthen  the  process  of  regional 
understanding  and  confidence  building. 
They  have,  however,  not  been  prepared 
to  face  and  combat  a  financial  and  eco- 
nomic crisis  of  such  magnitude  and  durat- 
ion, a  crisis  that  has  severely  shaken  the 
main  pillars  of  ASEAN's  secarity  doctrine, 
which  is  that  the  government  will  pro- 
vide for  continuous  economic  growth  and 
prosperity  for  the  people  on  the  basis  of 
a  stable  domestic  and  regional  order. 

'Now  that  the  conventional  ASEAN 
security  model  has  failed  to  abate  or  defuse 
the  crisis,  general  confusion  set  in  that 
is  also  reflected  in  intra-ASEAN  relat- 
ions. ASEAN's  self-reliance  and  resilience 
in  facing  challenges  and  threats  seem  to 
have  evaporated.  Intellectually,  the  ASEAN 
elite  has  not  been  organized  for  the 
negative  implications  of  their  countries' 
integration  within  the  global  markets, 
particularly  the  global  financial  market. 
They  have  not  been  able  to  internalise 
the  fact  that  they  are  expected  to  shape 
together  with  other  members  of  the  in- 
ternational community  the  international 
financial  system  as  well  instead  of  just 
operating  within  the  system. 

To  prepare  ASEAN  governments  to 
face  up  to  the  crisis  and  to  find  practic- 
able solutions  —whether  in  cooperation 
with  international  financial  institutions 
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such  as  the  IMF,  World  Bank  and  the 
Asian  Development  Bank  or  not—  a  differ- 
ent type  of  approach  and  leadership  will 
have  to  take  on  the  primary  responsibility 
of  addressing  the  different  types  of  threats 
and  challenges.  Instead  of  the  foreign 
ministers,  the  economic  and  finance  min- 
isters will  have  to  take  the  lead  in  taking 
on  and  attempting  to  resolve  the  eco- 
nomic and  financial  crisis.  In  this  attempt 
they  will  have  to  design  a  working  re- 
lationship with  the  private  sector,  and 
e.nhjance  greater  private  sector  parti- 
cipation in  crisis  management  and  re- 
solution, also  with  the  fund  managers, 
currency  traders,  hedge  fund  operators, 
and  multinational  corporations.  This  dif- 
ferent type  of  leadership  in  ASEAN  will 
have  to  be  translated  into  ASEAN's  institu- 
tional mechanism  and  decision-making 
machinery,  into  a  more  broad-based  min- 
isterial meeting  or  rather  ministerial-level 
council,  in  which  the  finance,  trade  and 
industry  and  other  economic  ministers 
have  more  weight  than  the  foreign  min- 
isters. The  need  to  directly  meet  with 
ASEAN's  dialogue  partners  and  interna- 
tional institutions  such  as  the  IMF,  the 
World  Bank  to  find  solutions  and  in  the 
process  co-shape  the  global  financial  and 
economic  system  to  manage  financial 
arrangements  should  be  made  possible 
to  finance  and  other  economic  ministers 
as  well.  Economic  ministers  should  not 
only  be  limited  to  the  Trade  and  Invest- 
ment Cooperation  Committee  to  meet 
ASEAN's  major  trading  and  dialogue 
partners.  Such  an  organizational  structure 
should  be  more  adaptive  to  the  global 
nature  of  today's  financial  markets  in  re- 


forming the  international  financial  archi- 
tecture. 

These  problems  are  too  big  for  in- 
dividual nations  of  Southeast  Asia  to  tackle 
and  find  solutions  on  their  own.  They  can 
only  be  met  by  regional  and  interna- 
tional efforts.  It  is  to  be  able  to  coun- 
tenance these  global  problems  of  finan- 
cial integration  and  find  workable  so- 
lutions on  a  regional  and  international 
basis  that  ASEAN's  mechanism  should 
be_  re-eva|uat.ed  _  and  a.  more,  compre- 
hensive mechanism  be  put  in  place  to 
tackle  the  dynamics  of  a  persuasive  but 
unstable  global  economic  and  financial 
system  in-  an  integrated-  manner.  This-  is 
also  succinctly  put  as  an  agenda  item  in 
the  Hanoi  Declaration. 

It  is  here  that  the  renewed  role  of  the 
ASEAN  Secretariat  should  be  highlighted. 
The  Secretariat  has  been  called  a  sym- 
bol of  ASEAN's  unity  but  unlike  other 
regional  groupings,  a  conscious  decision 
was  taken  early  on  not  to  make  it  the  As- 
sociation's central  administrative  ap- 
paratus. All  substantive,  and  even  much 
of  the  administrative,  work  is  done  by 
governments  in  their  respective  capitals. 
Regardless  of  what  is  on  paper  and  the 
talent  and  dedication  that  have  been 
moved  to  the  Secretariat,  its  staff  is  still 
expected  to  performing  perfunctory  tasks. 
They  spend  most  of  their  time  providing 
conference  services  such  preparing  the 
annotated  agenda;  identifying  conference 
documents;  prepare  working  papers  if 
required;  rapporteuring;  drafting  the  re- 
port of  the  meeting;  finalise,  with  the 
host  country,  the  final  report;  draft  joint 
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communiques;  finalising  joint  commun- 
iques; and,  compiling  the  annexes  for  the 
report. 

Over  time,  and  in  particular  with 
ever-increasing  ASEAN  activities,  this 
arrangement  has  become  unsatisfactory 
on  all  sides.  While  the  ASC  and  Na- 
tional Secretariats  are  still  in  control,  it 
has  become  clear  that  the  ASEAN  Se- 
cretariat should  be  strengthened  with 
the  decision-making  po.wers  thiit  would 
allow  it  "to  carry  out  its' entrusted  respons- 
ibilities This  is  reiterated  in  the  Protocol 
Amending  the  Agreement  on  the  Es- 
tablishment of  the  ASEAN  Secretariat 
agreed  upon  by  ASEAN's  Foreign  Min- 
isters in  Manila  on  22  July  1992  and  is 
a  follow-up  of  the  1992  Singapore  Sum- 
mit. The  most  important  functions  and 
powers  of  the  Secretary  General  are  that  he 

•  Be  responsible  to  the  Heads  of  Gov- 
ernment Meeting  and  to  all  Meetings 
of  ASEAN  Ministers  when  they  are 
in  session  and  to  the  Chairman  of 
the  Standing  Committee  at  all  other 
times. 

•  Takes  charge  of  the  Secretariat  and 
be  responsible  for  the  discharge  of 
all  the  duties  and  responsibilities 
entrusted  to  the  Secretary-General  by 
the  Heads  of  Government  Meeting, 
the  ASEAN  Ministerial  Meeting  and 
the  Standing  Committee. 

•  Has  the  authority  to  address  com- 
munications directly  to  the  Contracting 
Parties. 

The  Secretary  General  is  further  em- 
powered to 


•  Initiate,  advise,  co-ordinate  and  im- 
plement ASEAN  activities. 

•  Develop  and  provide  the  regional 
perspective  on  subjects  and  issues 
before  ASEAN. 

•  Prepares  the  ASEAN  3  year  Plan  of 
Cooperation  for  submission  to  ap- 
propriate ASEAN  Bodies  and  final 
approval  by  the  Heads  of  Governments. 

•  Monitors  the  implementation  of  the 
....appro.yed   ASEAN    3-year   Plan  and 

submits    recommendations    as  and 

 when -necessary  to  the  ASEAN  Standing 

Committee. 

•  Address  the  ASEAN  Ministerial  Meet- 
ing on  all  aspects  of  regional  co- 
operation and  offer  assessments  and 
recommendations  on  ASEAN's  external 
relations. 

•  Participate  in  and  provide  technical 
support  to  all  Meetings  of  the  Stand- 
ing Committee  and  chair,  on  behalf 
of  the  Chairman  of  the  ASEAN  Min- 
isterial Meeting,  all  Meetings  of  the 
Standing  Committee  except  the  first 
and  last. 

•  To  participate  and  provide  technical 
support  for  the  ASEAN  Economic  Min- 
isters Meeting. 

All  these  functions,  particularly  the 
chairing  of  the  ASC  and,  additionally, 
jCM  sessions  and  the  coordination  of 
sectoral  dialogues  highly  elevate  the  de 
facto  status  of  the  Secretary  General.  The 
chairmanship  of  the  Secretary  General 
would  to  a  considerable  extent  motivate 
the  Secretariat  to  make  its  presence  felt 
and  to  continue  to  adapt  to  the  strategic 
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role  in  ASEAN  coordination  with  the 
timely  delivery  of  relevant  information 
and/or  discussion  papers. 

T»he  crucial  question  still  remains 
whether  the  ASEAN  Secretary  General 
be  allowed  to  report  directly  to  the 
Heads  of  State/Government  on  the  issue 
of  coordination  without  previously  seeking 
permission  from  the  AMM  or  the  Chair- 
man of  the  ASC  and  the  AEM.  The  Se- 
cretary-General has  also  been  given 
the  authority  To  "address  com^municaTions 
directly  to  the  Contracting  Parties",  to 
chair  the  JCM  and  to  chair  the  ASC,  and 
yet  he  is  given  little  authority  to  act 
without  instructions,  particularly  by  the 
ASEAN  Directors-General.  The  restriction 
applies  even  when  he  wishes  to  act 
in  a  way  consistent~With  decisions  al- 
ready taken  at  the  highest  levels.  The 
Secretary  General  has  been  now  been 
assigned  by  the  Summit  to  prepare  an 
Annual  Report  Card  summarizing  Sum- 
mit decisions  that  have  been  followed 
up  by  the  Ministers  and  Senior  Officials 
and  the  ones  that  have  not.  But  in  practice, 
the  Secretary  General  needs  to  have 
the  concurrence  of  the  Senior  Officials 
under  the  pretext  of  keeping  the  Report 
Card  concise.  This  creates  an  environ- 
ment that  is  not  supportive  of  "result- 
oriented"  professionals  "with  the  high- 
est standards  of  professional  efficiency, 
competence,  integrity"  that  the  Manila 
Protocol  says  it  would  like  to  see  working 
in  the  Secretariat.  The  Secretary  General 
has  now  been  assigned  by  the  Cambodian 
Prime  Minister  to  assist  in  the  preparation 
of  the  upcoming  Summit  in  Phnom  Pen 


(4-5  November  2002)  Whether  he  will 
have  the  full  authority  to  deal  direct 
with  the  Cambodian  Prime  Minister  re- 
mains to  be  seen. 

This  point  is  not  trivial.  Any  organ- 
ization is  dependent  on  the  people  work- 
ing in  it.  This  includes  not  only  their  pro- 
fessional and  technical  qualifications 
but  also,  and  perhaps  more  importantly, 
their  personal  qualities  and  ability  to 
forge  interpersonal  relationships.  These 
are  often  talked  about  in  a  wishful  way  _ 
by  those  presently  working  within  ASEAN 
but  few  relate  thenl  to  the  overall  en- 
vironment in  which  Secretariat  staff  has 
to  work.  This  is  most  neatly  summed — 
up  by  a  comment  received  by  the  Tan 
Sri  Ghazali's  Panel  of  Five:  "  ...  a  balance 
should  be  achieved  between  the  ASEAN 
Secretariat  being  given  enough  leeway 
to  make  its  contribution  and  member 
countries  being  assured  that  the  Secre- 
tariat will  not  be  a  runaway,  out-of-con- 
trol  institution."  The  persistence  of  the 
ambiguous  attitude  and  views  on  the 
ASEAN  Secretariat  which  is  still  held 
in  the  ASEAN  capitals  does  not  give 
the  Secretariat  much  chance  of  devel- 
oping itself  into  a  full-fledged  Secre- 
tariat as  elaborated  in  great  detail  in  the 
Treaty  on  the  Establishment  of  the  ASEAN 
Secretariat  and  the  Manila  Protocol  of 
1992. 

Admittedly,  it  is  a  matter  of  debate 
whether  the  Secretariat  could  "do  more". 
Government  officials  — particularly  economic 
and  financial  officials—  feel  it  can.  Faced 
with  an  increasing  number  of  meetings, 
escalating  demands  on  preparation  time. 
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mounting  coordination  difficulties  and 
rising  costs,  a  sense  of  frustration  is 
evident  among  many  government  officials. 
•With  the  exception  of  those  in  National 
Secretariats,  other  officials  can  only  de- 
vote a  minute  part  of  their  working  time 
to  ASEAN  affairs.  National  duties  also 
place  heavy  demands  on  their  time  and 
attention.  It  is  therefore  understandable 
that  they  should  have  high  expectations 
of  what  they  see  as  highly-paid,  full  time 
ASEAN  Secretariat  staff.  The  Secretary 
General's  chairmanship  of  the  ASC  and 
JCM  will  be  an  excellent  opportunity 
for  Secretariat  staff  to  prove  their  expert- 
ise in  providing  motivation  and  coor- 
dination. 

On  their  part.  Secretariat  personnel 
see  any  initiatives  they  may  take  as 
having  to  go  through  long  and  difficult 
decision-making  procedures.  Others  fear 
their  initiatives,  although  spelled  out  in 
the  Treaty  on  the  Establishment  of  the 
ASEAN  Secretariat  and  the  Manila  Pro- 
tocol of  1992,  may  be  misread  by  mem- 
ber countries  as  attempts  to  usurp  their 
authority.  Another  category  fail  to  act 
simply  because  they  perceive  a  high 
level  of  disinterest  in  getting  the  job  done. 
Since  they  encounter  actual  or  perce- 
ived obstacles  in  performing  what  many 
people  take  to  be  "normal"  duties  of 
such  an  organization,  the  result  is  more 
than  just  a  little  degree  of  dissatisfaction 
with  the  situation  among  its  personnel. 
The  answer  to  this  problem  appears  to  lie 
in  the  proper  delegation  of  responsib- 
ilities and  control  of  output  rather  than 
in  widening  its  mandate.  Directly  and 
indirectly,  the  problem  of  an  effective 


mandate  most  affects  the  Secretary-Gen- 
eral since  he  is  considered  to  reflect  the 
organization. 

Another  offshoot  of  the  tension  be- 
tween dependent  and  independent  vari- 
ables, or  as  mentioned  in  the  Panel  of 
Five  report,  the  so-called  problem  of 
"moral  hazard",  is  the  subordination  of 
regional  to  national  and  other  interests. 
In  this  case  the  Secretariat  will  have,  on 
its  own  initiative,  to.  continue  to  propose 
regional  project  concepts,  like  action 
plans,  the  ASEAN  3  year  Plan  of  Coop- 
eration, and  evaluate  those  coming  from 
members  states.  This  approach  makes 
infinite  sense.  Since  it  does  not  have  a 
direct  interest  in  these  projects,  it  can 
afford  to  be  impartial.  And  because  no 
member  country  is  directly  involved, 
member  states  will  not  hesitate  to  ex- 
press their  feelings  about  the  projects. 

Indeed,  the  Secretariat  appears  to 
be  the  ideal  body  to  refine  or  redefine 
project  concepts  and  ideas  until  they 
meet  the  twin  tests  of  regional  accept- 
ability and  workability.  It  is,  however, 
not  safe  to  assume  that  national  and 
regional  interests  can  easily  be  separated. 
True  ASEAN  professionals  in  the  Secre- 
tariat have  yet  to  evolve,  and  ASEAN 
development  cooperation  projects  are 
still  predominantly  implemented  by  mem- 
ber countries.  The  Secretariat  will  still 
have  to  decide  on  what  is  or  is  not  ac- 
ceptable through  continuous  consultat- 
ions; otherwise,  projects  run  the  risk  of 
not  securing  the  commitment  of  the  of- 
ficials involved  and  may  thus  not  be  im- 
plemented. 
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There  are,  however,  an  increasing  num- 
ber of  instances  where  the  ASEAN  Secre- 
tariat has  proposed  and  initiated  regional 
projects  which  are  carried  out  by  member 
countries  or  for  which  the  Secretariat 
has  been  appointed  the  coordinator. 
The  AFTA  and  CEPT  project  is  a  case  in 
point.  The  Secretariat  is  appointed  by 
the  AFTA  Council  and  the  Manila  Pro- 
tocol as  the  coordinator:  The  Secretary 
General  shall  "coordinate  and  review 
the  implementation  of  the  ASEAN  Free 
Trade  Area".  |n_  the  field  of  functional 
cooperation  the  reliance  on  the  Secre- 
tariat is- -almost -  "total"-,  particularly  in 
drafting  action  plans,  such  the  action  plan 
in  science  and  technology.  Continuous 
consultations  with  member  countries  are 
conditio-sine-qua-non.  What  is  important 
for  the  subject  of  non-conventional  se- 
curity, particularly  financial  and  economic 
security,  is  that  the  Secretary  General  is 
empowered  to  "conduct  consultations 
with  the  Contracting  Parties,  the  private 
sector,  the  Non-Governmental  Organ- 
izations and  other  constituencies  of 
ASEAN."  This  empowerment  makes  the 
Secretary  General  of  ASEAN  the  ideal  in- 
stitution to  approach  the  various  target 
audiences  who  comprise  fund  managers, 
currency  traders  and  speculators,  multi- 
national cooperatives,  and  non-govern- 
mental organizations,  i.e.,  the  non-state 
actor  ,  in  addressing  non-conventional 
security  issues. 

PROPOSALS  FOR  IMPROVEMENT 
OF  ASEAN'S  PERFORMANCE 

The  Hanoi  Plan  of  Action  on  the 
improvement  of  the  ASEAN  machinery 


results  in  another  review  of  ASEAN's 
machinery:  (1)  to  improve  upon  its  effici- 
ency in  line  with  the  wide  spectrum  of 
ASEAN's  action  plan  for  the  next  six 
years,  with  an  .  enlarged  ASEAN  and 
with  developments  in  the  region  in  the 
first  years  of  the  21st  century;  (2)  to 
ameliorate  ASEAN's  machinery  for  ex- 
ternal relations;  and,  (3)  to  evaluate  the 
"role,  functions,  and  capacity  of  the 
ASEAN  Secretariat  with  a  view  to  the  im- 
plementation of  the  ambitious  Hanoi 
Action  Plan". 

The  evaluation  giyen  in  the  previous 
pages  of  the  institutional  arrangement 
of  ASEAN  and  the  projection  of  ASEAN 
into  the  future  as  reflected  in  the  ASEAN 
Vision  Statement  2020  and  the  Hanoi 
Plan  of  Action  lead  to  the  following 
policy  proposals. 

As  the   pacing  of  the  activities  of 
the  Hanoi  Plan  of  Action  is  meant  to 
address  the  Asian  financial   and  eco- 
nomic crisis  and  to  prevent  as  effectively 
as  possible  its  recurrence,  ASEAN  Heads 
of  Goveriiment  should  meet  annually  to 
coordinate  overall  ASEAN  activities  and 
provide  guidelines  for  the  next  stage  of 
activities.  It  is  here  that  the  Eminent 
Persons  Group  on  ASEAN  Vision  2020 
in  their  institutional  recommendations 
proposed  that  there  has  to  be  a  more 
coordinated  system.  The  Croup  proposes 
that  the  Heads  of  Government  get  more 
involved  in  the  ASEAN  process,  that  the 
Heads  of  Government  should  take  "full 
ownership"  of  the  ASEAN  Vision  —  that  is, 
all  ASEAN  matters  should  be  dealt  with 
in  general  at  that  level.  The  EPG  feels 
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that  ASEAN  Heads  of  Government  should 
work  towards  making  this  goal  a  reality. 
The  ASEAN  mission  should  primarily  be 
promoted  hy  the  Heads  of  Government 
acting  in  concert-  rather  than  by  the  re- 
spective ministries.  This  is  to  avoid 
further  rivalries  between  the  two  giants 
in  the  ASEAN  organizational  structure, 
the  ASEAN  Foreign  Minister  and  the 
ASEAN  Economic  Ministers.  ASEAN  Min- 
isters and  officials,  as  well  as  those  in- 
volving the  "other'"institations  (such  as" 
centres  of  research  and  universities),  and 
the  private  sector  should  be  seen  as 
a  coherent  whole,  moving  the  ASEAN 
fision  forward.'  And  this  can  only  be  done 
by  the  Heads  of  Government,  "in  this 
day  and  age,"  the  EPG  argues, 

"when  the  tools  of  information  technology 
are  such  that  a  video-conference  spanning 
countries  can  be  set  up  in  minutes  or  hours, 
it  should  not  be  a  problem  having  more 
dialogue  and  discussions  among  the  Heads 
of  Government  on  a  quarterly  basis,  with 
one  face-to-face  meeting  per  year.""^ 

The  EPG  is  confident  that  with  this 
recommendation  in  practice,  it  should 
not  take  too  long  for  the  officials  and 
private  sectors  to  realize  that  the  concept 
of  ASEAN  is  one  that  can  move  forward. 
Consequently,  it  will  also  emphasize 
the  importance  of  ASEAN  not  only  to  the 
peoples  of  ASEAN,  but  also  to  the  out- 
side world.  This  will  increase  the  geo- 
political significance  of  ASEAN.  Moreover, 
more  frequent  dialogue  among  the  Heads 
of   Government   would    increase  their 


^Report  of  the  ASEAN  Eminent  Persons 
Croup  (EPG)  on  Vision  2020,  Ch.  6,  Para  107- 
108. 


personal  understanding  of  one  another, 
and  promote  general  goodwill  to  a 
far  greater  degree.  This  can  only  benefit 
ASEAN  and  its  peoples  in  the  long  run. 

The  EPG  also  recommends  the  devel- 
opment of  other  institution  so  as  to  facil- 
itate and  provide  more  opportunities 
for  exchanges  and  networking  of  different 
groups/professions  in  ASEAN,  and  en- 
courage the  role  of  civil  society  in 
ASEAN,  especially  their  participation 
in  the  development  of  an  ASEAN  com- 
munity. All  these  public  and  private  in- 
stitution in  ASEAN  should  be  urged  to 
play  a  positive  role  in  promoting  an 
ASEAN  community  spirit  by  expanding 
their  cooperation  with  their  ASEAN 
counterparts. 

It  further  recommends  that  the  ASEAN 
Secretariat  should  be  in  the  centre  of 
ASEAN's  mechanism,  it  should  fully  pro- 
fessionalized and  provided^  with  appro- 
priate resources  to  meet  the  challenges  of 
an  enlarged  ASEAN,  and  of  an  increased 
workload,  especially  with  regard  to 
implementing  the  various  plans  designed 
to  realize  the  goals  in  the  ASEAN  Vision 
2020. 

In  order  to  strengthen  the  decision 
making  processes  on  external  relations, 
the  ASEAN  Secretariat  should  work 
closely  with  member  countries  and  re- 
levant international  agencies  to  come  up 
with  a  regular  report  (for  example,  on  a 
quarterly  basis)  on  the  status  of  ASEAN 
external  relationships  at  the  interna- 
tional, regional  and  bilateral  levels.  The 
report  will  be  circulated  to  all  the  Ministers 
and  Senior  Officials. 
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For  each  of  the  ASEAN  ministerial 
meeting,  EPG  suggests,  the  ASEAN  Se- 
cretariat should  produce  a  discussion 
paper  highlighting  major  external  re- 
lations issues  in  ASEAN  that  are  relevant 
to  the  respective  ministerial  forum.  The 
decision  of  the  ministers  should  then 
be  conveyed  to  all  other  ministerial 
bodies,  especially,  the  ministerial  bodies 
directly  relevant  to  such  decisions.  An 
example  is  the  coordination  of  the  ASEAN 
+  3  activities  which  involves  the  ASEAN 
Finance.  Ministers  Meeting  (AFMM),  .the 
ASEAN  Economic  Ministers  (AEM)  and 
ASEAN  Foreign  Ministers  Meeting  (AMM). 
The  ASEAN  Secretariat,  which  attends 
all  the  Ministerial  Meetings,  should  be 
the  conduit  of  information  to  the  passed 
on  from  one  forum  to  the  other.  This  is 
an  effective  way  to  supplement  the  in- 
ternal coordination  system  in  each  country. 

Aside  from  coordinating  among  vari- 
ous ASEAN  fora,  the  ASEAN  Secretariat 
should  also  coordinate  with  dialogue 
partners  in  the  preparations  for  the  con- 
sultative meetings.  The  Secretariat  should 
also  prepare  issue  papers,  especially,  re- 
lating to  issues  that  cut  across  ministerial 
forum  for  the  discussion  of  the  senior 
officials  and  ministers.  This  will  help 
improve  understanding  among  various 
agencies  in  ASEAN  and  at  the  same  time 
enhance  consistency  and  the  develop- 
ment of  common  stance  vis-a-vis  a  par- 
ticularly dialogue  partner  or  regional 
grouping. 

The  ASEAN  Secretariat  should  work 
closely  with  the  private  sector  and  NGOs 
to  assist  them  in  presenting  their  cases  to 
relevant  ASEAN  forums.  The  ASEAN  Se- 
cretariat should  also  coordinate  with 


the  academic  institutes  in  ASEAN  to  de- 
velop specific  issue  papers  for  the  de- 
cision makers. 

CONCLUSIONS 

With  the  proposal  that  the  Heads  of 
Governments  should  take  "full  ownership* 
of  the  ASEAN  programmes  —  which  means 
that  all  ASEAN  matters  should  be  dealt 
with  in  general  at  that  level,  the  peren- 
nial problem  of  coordination  of  the  in- 
numerable ASEAN  activities  can  finally 
be  overcome.  The  1987  Manila  Summit 
decision  of  the  establishment  of  the  Joint 
Ministerial  Meeting  to  coordinate  ASEAN 
foreign,  economic  and  security  activities 
did  not  produce  the  expected  results. 
In  Singapore  in  1992,  the  Heads  of  Gov- 
ernments Lic'cided  to  meet  formally  every 
three  years  with  informal  meetings  in  be- 
tween. However,  it  did  not  solve  the  prob- 
lem of  inter-ministerial  coordination.  The 
AEM  and  AFM  even  initiated  the  Spe- 
cial Jomt  Ministerial  Meeting  comprising 
ASEAN  Foreign,  Finance  and  Economic 
Ministers,  which  is  what  they  call  an 
"innovative  meeting  to  discuss  cross- 
sectoral  coordination  to  aid  the  regional 
recovery  process"  in  September  1999 
as  an  "unprecedented  event  in  the  his- 
tory of  ASEAN  cooperation"  which  clearly 
indicates  their  appropriation  of  ASEAN 
away  from  the  Foreign  Ministers.  "Full 
ownership"  means  an  annual  meeting  of 
the  Heads  of  Governments  to  facilitate 
coordination  of  ASEAN's  innumerable  act- 
ivities  and   decision-making  processes 
and  streamline  them.  The  institutional- 
ization of  annual  Heads  of  Government 
meetings  as  working  meetings  would  to 
a  very  great  extent  help  solve  the  problem 
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of  coordination  and  equality  of  the  AMM 
and  the  AEM  and  a  host  of  other  ministers 
in  the  process  of  strengthening  ASEAN. 
This  will  greatly  streamline  ASEAN's  or- 
ganizational structure  and  be  extremely 
conducive  to  produce  the  pro-active, 
comprehensive  stand  at  the  highest  exe- 
cutive level  and  thus  avoid  any  delay 
as  a  consequence  of  institutional  dispute 
of  authority. 

With  the  assignment  oL  the  .Head  of 
Governments  that  the  Secretary  General 
prepare  an  Annual  Report  Card  sum- 
marizing Summit  decisions  that  have  been 
followed  up  by  the  Ministers  and  Senior 
Officials  and  those  which  have  not,  the 
status  of  the  Secretary  General  have  in 
practice  been  elevated  in  the  ASEAN 
mechanism,  as  confidante  of  the  Heads 
of  Governments,  although,  in  actual 
practice,  he  is  still  supervised  by  the  Min- 
isters and  Senior  Officials.  This  arrange- 
ment will  nevertheless  increase  the  stream- 
lining and  decision-making  process  in 
ASEAN. 

Althoug^h  the  EPG  Report  mentions 
that  ASEAN  governments  operate  by  way 
of  consensus  building,  broad  principles 
and  procedures,  rather  that  "structures  and 
institutional  frameworks",  this  arrangement 
of  regular  meetings  of  Heads  of  Govern- 
ments, may  in  the  future,  develop  into  an 
ASEAN  Council,  a  general  council  of  min- 
isters, an  ASEAN  Ministerial  Council,  at 
the  second  level  of  decision-making,  and 
a  Committee  of  Permanent  Representatives. 
The  ASEAN  Secretary  General  should 
be  accountable  to  the  ASEAN  Council 
and  the  ASEAN  Ministerial  Council. 


The  reconstitution  of  the  ASC  into  the 
Committee  of  Permanent  Representatives 
as  suggested  by  both  the  1982  Task  Force 
and  the  1991   Panel  of  Five  should  be 
pursued.  Strengthening  ASEAN  with  the 
appointment  of  permanent  representatives 
who  are  highly  knowledgeable  on  ASEAN 
will  greatly  facilitate  decisions  on  ASEAN 
affairs  and  reduce  the  number  of  ASEAN 
meetings.  In  the  European  experience, 
intersectoral  coordination  is  done  at  the 
national  level,  iii  the  nieitiber  countrFes, 
not  in  the  CPR.  Once  at  the  CPR,  the  per- 
manent   representative    represents  his 
government  as  a  whole.  The  institutional- 
ization of  the  CPR  will  presuppose  the 
coordination  of  ASEAN  cooperative  act- 
ivities at  the  national  level.  Member  coun- 
tries will  have  a  great  deal  of  coordination 
to  do  at  the  national  level.  Coordination 
of  ASEAN  activities  at  the  national  level 
should  be  greatly  improved  to  support 
coordination  at  the  regional   level  on 
which  it  depends.  ASEAN  programmes  of 
cooperation  should  be  integrated  into 
national  development  plans  for  better 
overall  promotion  and  coordination  of 
ASEAN    activities.    Almost    no  ASEAN 
functional  cooperation  programmes  have 
so  far  been  incorporated  into  national 
development  plans  of  the  member  coun- 
tries. A  very  recent  example  are  the  de- 
cisions of  ASEAN's  Finance  Ministers 
on  facing  the  crisis.  The  farthest  they 
could  go  was  that  they  "noted"  the  im- 
portance and  need  of  a  comprehensive 
package  of  policies  comprising  sound 
macro-economic   policies,    policies  to 
enhance  the  stability  of  financial  systems, 
the  flexibility  of  exchange   rates  and 
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improve  corporjite  governance.  No  fol- 
low up  actions  were  formulated  and 
taken  to  attempt  to  solve  the  crisis  re- 
gionally in  cooperation  with  the  IMF. 

For  these  steps  to  be  taken,  member 
countries  will  have  a  great  deal  of  coord- 
ination to  do  at  the  national  level.  This 
will  precondition  that  ASEAN  coop- 
eration programmes  have  to  be  executed 
nationally  according  to  the  tasks  de- 
signed for  each  constituent  member  to 
do.  So  far,  the  Director-Generals  of  the 
ASEAN  national  secretariats  have  been 
coordinating  ASEAN  activities  nationally. 
But  they  lack  the  authority  to  effectively 
coordinate  ASEAN  activities  as  well  as 
identifying  the  non-conventional  threats 
and  challenges  and  alerting  national 
governments  to  take  appropriate  actions. 
They  will  only  have  such  authority  when 
they  elevated  and  become  an  integral 


part  of  the  office  of  the  Prime  Minister 
or  the  President.  They  will  thus  be  much 
more  effective  in  coordinating  ASEAN 
activities  as  well  as  in  identifying  the 
non-conventional  threats  and  alerting 
their  governments  to  such  phenomena. 

This  is  not  to  say  that  ASEAN  is  in- 
tegrating politically  as  well.  Political  so- 
vereignty will  still  be  exclusive  national 
responsibilities  as  long  as  ASEAN  is  not 
transforming  itself  into  a  political  union 
with  a -  common  foreign  policy  and 
common  security  policy.  But  ASEAN  is 
engaging  itself  into  formulating  common 
security  policies  to  tackle  financial  and 
economic  challenges  and  threats,  terrorism 
and  transnational  organized  crime,  and 
it  IS  in  this  context  that  national  and 
regional  resilience  policies  will  have  to 
be  effectively  formulated,  designed,  and 
internalized. 


VQIJIIIOI 

MfllOU 

BUUniNOFMDONESIAN  ECONOMIC  STUDIES 

The  Bulletin  of  Indonesian  Economic  Studies  (BIES)  is  a  peer- 
reviewed  journal  published  by  the  Indonesia  Project,  The 
Australian  National  University. 

The  journal  fills  a  significant  void  by  providing  a  well  respected 
outlet  for  quality  research  on  the  Indonesian  economy  and 
related  fields  such  as  law,  the  environment,  demography, 
education  and  health,  in  doing  so,  it  has  played  an  important 
role  since  1965  in  helping  the  world,  and  Indonesians 
themselves,  to  understand  Indonesia.  In  addition  to  papers 
reporting  economic  analysis  and  research,  each  issue  leads 
with  a  'Survey  of  Recent  Developments',  which  aims  to  be 
ascessible  to  non-economists,  and  helps  to  account  for  the 
journal's  diverse  readership  within  academia,  government, 
business  and  the  broader  public. 

year.  In  April,  August  and  December  and  Is  available  in  Indonesia 
from  CENTRE  FOR  STRATEGIC  AND  INTERNATIONAL  STUDIES,  jalan  Tanah  Abang  111/23-27,  Jakarta  10160, 
at  Rp  85.000,00  per  year,  Rp  30.000,00  per  issue. 

Paymefit  should  be  sent  to  Rupiah  Account  No.  0018.01.000211.30.1,  BRl  Cabang  Tanah  Abang,  Jakarta  10160. 


The  BIES  is  published  three  times  a 


The  Establishment  of 
Ethnic  Interaction  Channels 

Taufiq  Tanasaldy 


INTRODUCTION 

DESPITE  the  relatively  tranquil 
New  Order  regime,  internal  crises 
were  not  unprecedented  in  Indo- 
nesia.. Within  the  period  of  1950s-1960s, 
for  ekample,  the  government  had  to 
face  a  series  of  internal  insurgencies. 
Throughout  the  1  970s  until  the  end  of 
the  1990s,  the  foci  of  Indonesian  studies 
were  mostly  on  economic  development 
and  the  bureaucratic-authoritarian  regime 
under  Soeharto's  New  Order.  There  were 
almost  no  significant  studies  on  ethnic 
relations  and  the  tenability  of  Indonesia 
as  a  coherent  state,  in  spite  of  the  ethnic 
diversity  in  Indonesia,  which  according 
to  Furnivall's  concept  of  plural  society 
is  prone  to  disintegration  (Eriksen  1991, 
48). 

Tl  fall  of  Soeharto  and  the  excision 
of  East  Timor  were  immediately  followed 
by  a  series  of  internal  crises:  the  resurgent 
separatist  movements  in  Aceh  and  Papua, 
growing  dissent  toward  central  govern- 
ment in  several  other  provinces,  and  in- 


creasing ethnic  tension  in  some  areas 
(i.e.,  Maluku,  Poso,  Sambas).  Compared 
to  the  experiences  of  the  former  Yugo- 
slavia, these  crises  have  instigated  spe- 
culation on  the  fate  of  the  "unitary  state" 
of  Indonesia.  Surprisingly,  the  assumption 
that  Indonesia  would  quickly  disintegrate 
has  been  proven  inaccurate  so  far.  The 
cries  for  independence  until  recent  times 
were  limited  only  to  Aceh  and  Papua 
provinces  and  even  calls  for  independ- 
ence in  both  provinces  are  dwindling, 
particularly  after  the  autonomy  scheme 
was  granted  to  them.  Other  provinces 
aspirations  for  independence  were  only 
an  act  of  local  politics  and  drew  little 
local  support  (ICG  Indonesia  Report  2000, 
16);  and  ethnic  conflicts  were  confined 
to  some  areas,  and  are  currently  only 
problematic  in  Maluku.  One  international 
watchdog  on  Indonesian  crises  optimis- 
tically predicted  that  even  if  Aceh  and 
Papua  succeed  in  attaining  independence, 
there  will  be  no  domino  effects  for  other 
provinces,  nor  the  Balkanization  of  In- 
donesia (ICG  Indonesia  Report  2000,  16). 
This  article  argues  that  the  major  factors 
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behind  this  fortress  are  the  growing 
shared  values  cemented  through  Dutch 
colonial  policies  and  successful  nation 
building  after  independence.  There  will 
be  some  case  studies  to  si-gnify  the  im- 
portance of  those  policies  and  how  they 
facilitated  interactions  among  the  Indo- 
nesian populace-channels  created  during 
the  Colonial  period. 

ETHNIC  INTERACTION  DURING 
THE  DUTCH  COLONIAL  PERIOD 

Indonesia  was  ruled  by  the  Dutch 
as  one  entity,  despite  the-  fact  that  In- 
donesia consists  of  diverse  ethnic  groups 
with  their  distinctive  cultures  and  social 
values.  By  ruling  the  whole  region  under 
one  administration,  the  Dutch  created 
"...  a  more  effective  political  unity  than 
the  area  had  ever  before  experienced...." 
(Legge  1964,  3).  It  altered  people's  loyalty 
and  obedience  from  local  bureaucrats  or 
sultans  to  central  authority  in  Jakarta.  From 
this  aspect,  Dutch  rule  undoubtedly  in- 
troduced a  sense  of  national  awareness 
among  the  local  people,  even  though 
local  cultures  and  attachments  were  re- 
tained to  some  extent.  The  case  of  Aceh 
incorporation  into  the  Dutch  Indies  (i.e., 
Indonesia)  best  illustrates  how  national 
awareness  penetrated  into  the  Acehnese. 

Although  Aceh  was  the  last  territory 
to  be  incorporated,  it  steadily  involved 
itself  in  Indonesia's  politics,  for  instance, 
by  having  national  political  parties  es- 
tablished in  Aceh  (Sufi  1980,  2-4),  and 
having  a  representative  in  Jakarta's 
volksraad  (people's  council).  Because  of 
these  growing  interactions,  the  Acehnese 


nurtured  sharing  of  interests  with  the 
rest  of  Indonesia.  When  the  news  of  the 
proclamation  of  independence  reached 
Aceh  in  1945,  despite  its  unique  culture 
and  history,  most  Acehnese  leaders 
vowed  allegiance  toward  the  new  Re- 
public (Chaidar  1999,  107-111).  The  case 
of  realignment  of  a  peripheral-Aceh  into 
mainstream  Indonesia  demonstrated  that 
the  colonial  settings  (i.e.,  policies)  fa- 
cilitated and  induced  interactions  among 
the  Acehnese  and  the  rest  of  Indonesia, 
such  as  through  social  segregation  poL 
icies,  economic  policies,  and  the  use 
of  the  Malay  language. 

Social  segregation  policy  created  by 
the  Dutch  indirectly  created  a  sense  of 
mono-identity  among  native  Indonesians. 
The  poiicy  classified  the  native  Indo- 
nesian as  the  lowest  social  class,  below 
the  European  and  Asian  groups.  As 
members  of  the  lowest  class,  Indonesians 
were  not  only  subjected  to  different 
social  entitlements,  but  also  less  civil 
rights  and  less  legal  protection.  The  un- 
derprivileged Indonesians,  like  other 
minority  groups,  usually  tend  to  have  a 
stronger  attachment  among  themselves. 
The  diverse  Indonesians  were  tied  to- 
gether, and  made  to  share  many  aspects 
of  colonial  life  together.  For  example, 
when  the  volksraad  was  created  in 
1918,  although  mostly  appointed  by  the 
Dutch,  Indonesian  representatives  man- 
aged to  form  a  National  Faction.  This 
faction  had  worked  closely  together  in 
most  cases  and  became  very  critical  of 
the  Dutch,  particularly  if  the  policies 
were  related  to  Indonesian  interests  (Poes- 
ponegoro  and  Notosusanto  1990,  217-220). 
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The  economic  policies,  such  as  open- 
ing plantations  outside  Java  also  facil- 
itated interactions  among  the  ethnic 
groups..  These  .plantations  attracted  quite 
a  significant  number  of  people  from  the 
more  densely  populated  Java,  and  to 
some  extent  from  other  less  packed 
but  economically  poor  regions.  This 
people  flow  was  further  facilitated  by 
the  mass-migration  policy  initiated  by 
the  Dutch  in  1905,  as  well  as  the  modern- 
ization_pf  transportation  infrastrucLures 
to  connect  major  centres  in  Java  "and 
Sumatra.-  Eriksen  (1993,  106)-  underJined 
that  modern  transportation  creates 
conditions  for  the  "integration  of  people 
into  nation-state,  and  in  this  way  it  may 
have  important  indirect  effects  at  the 
level  of  consciousness  in  making  people 
feel  that  they  are  members  of  the  nation". 

This  free  flow  of  people  not  only 
kept  the  plantations  running,  but  also 
created  many  urban  centres.  These  places 
became  a  "melting  pot"  of  many  cultures 
and  ethnic  groups.  The  metamorphosis 
of  these  places  into  a  melting  pot  society 
can  be  observed  through  examining  the 
changes  in  population  composition  in 
these  areas,  such  as  the  case  of  Medan. 
Judging  from  its  location,  Medan  should 
be  predominantly  occupied  by  Batak, 
Malay,  or  Minang.  However,  its  popu- 
lation composition  in  1930  was  over- 
whelmingly Chinese  (36%)  and  Javanese 
(25%),  while  the  "local"  ethnic  groups, 
Batak,  Malay,  Minang  were  all  below  Q% 
(Pelly  1999,  1  16).  Both  the  opening  of 
plantations  and  migration  had  not  only 
created  a  grassroots'  interaction  among 
the  local  ethnic  group  with  other  ethnic 


groups,  but  also  constructed  a  multi- 
ethnic society. 

Another  colonial  policy,  which  greatly 
bridged  the  interactions  among  the  native 
Indonesians,  was  the  widespread  use  of 
Malay  language  (a  proto  Bahasa  Indone- 
sia) in  daily  conimunication  and  printed 
media.  As  a  non-stratified  and  romanised 
language,  Malay  was  an  easier  language 
to  master  compared  to  stratified  and 
scripted  language,  such  as  Javanese. 
Although  Malay"  language  had  become 
the  lingua  franca  within  the  archipelago 
long  before  the  advent  of  the  Dutch, 
it  was  during  the  Dutch  colonialism 
that  the  Malay  language  became  the  only 
native  language,  which  was  spoken  and 
understood  by  most  ethnic  groups  in  In- 
donesia. While  maintaining  the  official 
status  of  the  Dutch  language,  Malay  was 
used  by  the  Dutch  not  only  in  com- 
municating with  commoners  in  informal 
situations,  but  also  on  formal  occasions, 
such  as  in  volksraad  discussion  (Poes- 
ponegoro  and  Notosusanto  1990,  50). 

The  media's  use  of  the  language 
further  propelled  its  significance.  For  in- 
stance, from  33  newspapers  published 
between  1861-1907,  fourteen  were  in 
Malay.  Even  many  Chinese-run  news- 
papers were  in  Malay.  Due  to  its  extensive 
use,  Malay  was  also  employed  to  solidify 
political  support  from  the  populace,  such 
as  the  case  of  the  Communist  Party  pub- 
lication. It  was  found  out  that  there  were 
around  20  Malay  newspapers  through- 
out Indonesia  by  the  end  of  1926  (Poes- 
ponegoro  and  Notosusanto  1990,  290- 
297).  It  is  obvious  that  the  Malay  langu- 
age both   in   social   activities  and  in 
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the  media  had  become  the  pipehne  for 
interethnic  communication,  and  thus 
increased  the  interaction  possibilities 
among  them. 

Those  channels  and  policies  had 
opened  the  way  of  and  intensified  ac- 
commodation of  different  values,  which 
brought  the  ethnic  groups  closer.  The 
epitome  of  these  interactions  was  ■  In- 
donesia's Youth  Pledge  in  1  928.  The 
gathering  youth  from  several  ethnic  or- 
ganizations representing  Sumatra,  Java, 
Kalimantan,  Celebes,  and  Ambon,  pledged 
to  have_  one  motherland,  one  nation, 
and  one  language:  Indonesia(n).  The 
current  summarizing  symbols^  among  the 
Indonesian  populace,  the  flag  and  na- 
tional anthem  were  created  and  intro- 
duced on  this  occasion.  Other  examples 
were  the  establishment  of  political 
parties'  branches  in  several  parts  of  In- 
donesia, such  as  the  Indonesian  Na- 
tionalist Party  (Poesponegoro  and  Noto- 
susanto  1990:  213),  the  formation  of  In- 
donesian overseas  student  bodies,  such 
as  the  Indonesian  Association  (Poes- 
ponegoro and  Notosusanto  1990,  195-258), 
and  the  acceptance  of  many  non-Javanese 
figures  as  national  leaders,  who  held 
various  important  positions  after  indep- 
endence. Falling  into  this  category  were 
the  first  Vice  President  Hatta,  Prime 
Minister  Prawiranegara,  Sjahrir,  and  Natsir, 
Army  Commander  Nasution  and  Sima- 
tupang.  Legislator  Yamin,  and  Minister 
Ratulangie,  Algadrie,  and  Anak  Agung. 


Symbols  that  can  stick  and  encompass  its 
citizens  in  strong  emotional  and  relatively  un- 
differentiated ways  (Onner  1973:  1339-1340). 


The  genuineness  of  Indonesian  co- 
hesion was  tested  for  the  first  time  in 
1949,  when  the  Dutch  demanded  the 
formation  of  RUSI  (Republic  of  the  United 
States  of  Indonesia)   in   exchange  for 
transfer   of   sovereignty   to  Indonesia. 
Newly-created   RUSI   which   was  com- 
prised of  a  dozen  independent  states, 
lasted  only  for  several  months  before 
its  member  states  dissolved  themselves 
voluntarily,  back  to  the  unitary  state  of 
Indonesia.  This  discontinuation  of  "federal" 
Indonesia  not"  only  challenged  the  as- 
sumption that   Indonesia  was  a  mere 
Dutch  creation,  a  state  with  no  strong 
bonding  (Legge  1964,  3),  but  also  con- 
tested  the  assumption   that  Indonesia 
would    quickly    crumble    after  indep- 
endence. How  did  once  highly  competing 
dozens  of  sultanates  before  the  Dutch, 
opt  to  join  the  unitary  state  of  Indo- 
nesia? The  explanation  is  not  simple, 
but  after  350  years  of  Dutch  occupation, 
the  primordial  ties  between  the  former 
local  rulers  (or  their  descendants)  had 
diminished.  One  possible  explanation 
behind  this  diminishing  is  that  the  local 
people  themselves  had  been  exposed  to 
intensive  interactions  (i.e.,  accepting  new 
values  and  cultures)  with  other  traditional 
groups   since   they   were  administered 
as  one  greater  area. 

NATION  BUILDING  AFTER  IN- 
DEPENDENCE 

Understanding  the  nature  of  Indo- 
nesian diversity,  the  national  leaders 
started  the  process  of  nation  building  as 
soon  as  the  revolutionary  period  ended  in 
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1949.  Although  most  policies  were  drawn 
up  by  the  new  government,  the  govern- 
ment was  greatly  assisted  by  the  social 
foundation  created  during  the  Dutch 
colonial  period.  One  of  the  most  im- 
portant nation  building  processes  was  the 
standardization  of  national  education. 
This  was  because  a  standardized  mass 
education  system  can  be  "an  extremely 
powerful  machine  for  the  creation  of 
abstract  identification"  (Eriksen  1993,  91). 
Students  across  the  archipelago  were 
taught  more  or  less  the  same  subjects 
and- approaches.  In  this  curriculum,  they 
learnt  more  about  national  history  and 
values,  instead  of  learning  ethnic/local 
history  and  values.  As  a  result,  certain 
ethnic  cultures  (especially  the  script 
language,  such  as  Javanese,  Balinese,  and 
Batak  languages),  certain  traditional  sports, 
and  the  blurring  of  local  history,  parti- 
cularly undocumented  history,  are  now 
\on  the  brink  of  disappearance.  They  have 
been  replaced  by  more  nationalized 
(and  pop)  cultures,  modern  sports,  and 
more  familiar  national  history.  The 
younger  generations  have  been  taught 
as  Indonesians  rather  than  members  of 
an  ethnic  group.  Therefore,  it  can  be 
clearly  understood  that  the  education 
system  has  become  a  backbone  for 
constructing  national  culture,  especially 
among  the  younger  generation. 

National  values  were  not  only  dis- 
seminated through  normal  school  cur- 
riculum, but  also  through  other  means, 
such  as  obligatory  Pancasila''  training. 


Pancdsila  or  Five  Principles,  is  the  Indonesia's 
national  ideology. 


This  ideological  training  was  obligatory 
for  new  students  at  high  schools  as 
well  as  universities,  new  public  servants, 
new  arniy^  recruits,  and  for  government 
employees  before  promotion.  The  pur- 
poses of  the  training  were  to  introduce 
Pancnsila  values  and  how  to  best  im- 
plement them  in  daily  life.  It  reminded 
Indonesians  of  the  importance  of  Bhin- 
neka  Junggal  Ika  (unity  in  diversity) 
concept,  the  necessity  and  virtue  of  the 
spirit  of.tolerance  and.  .accommodation 
in  this  plural  society.  ' 

In  the  past,  this  training  was  justified 
by  the  government  by  theorizing  that 
these  values  should  be  kept  alive  because 
they  reflect  Indonesian  kepriSadian  bangsa 
(national  personality),  as  they  are  rooted 
in  Indonesian  culture  and  had  been 
practked  by  communities  throughout 
the  archipelago  (Bourchier  1997,  157-158). 
Although  the  effectiveness  of  such 
training  is  being  questioned,  nevertheless 
it  has  given  opportunities  for  the  parti- 
cipants to  discuss  the  many  distinctive 
local  values  and  how  to  accommodate 
the  differences  and  the  importance  of 
national  cultures. 

Government  policies  on  handling 
religious  affairs  are  also  crucial  in 
terms  of  ethnic  relations,  for  religion 
can  become  a  very  powerful  source  of 
country  disintegration  as  well  as  country 
unity.  Until  recently,  government  policy 
only  recognizes  five  religions:  Islam, 
Protestantism,  Catholicism,  Buddhism, 
and  Hinduism.  By  doing  this,  the  gov- 
ernnient  left  the  people  with  not  many 
choices,  thus  avoiding  further  religious 
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complications  and  streamlining  many 
traditional  beliefs  among  the  society. 
And  because  these  traditional  beliefs 
were  not  recognized,  there  emerged  syn- 
cretism between  the  non-recognized  trad- 
itional religions  and  the  five  recognized 
ones.  Besides  government  efforts  to 
minimize  the  complex  belief  system, 
religion  itself  has  a  function  as  a  uniting 
factor  for  the  bulk  of  Indonesia.  For  in- 
stance, as  a  dominant  religion,  Islam  has 
worked  toward  dissolving  the  diverse 
customs  of  the  ethnic  -groups,- especially 
those  concerning  marriage  and  the  role 
of  women'  (Peacock  1973,'  147).  Moreover, 
religion  can  have  a  cohesive  function, 
such  as  when  Andersen  (1991,  13)  claims 
that  even  different  societies  with  no  prior 
knowledge  of  each  other's  language, 
can  understand  each^  other  by  having 
the  same  religion. 

Another  policy  formulated  by  the 
New  Order  regime  to  be  discussed  was 
the  policy  to  streamline  several  political 
parties  into  more  homogenous  three 
parties.  Furthermore,  the  government  de- 
manded that  all  parties  should  have 
Pancasila  as  the  party  ideology.  This 
policy  created  interaction  opportunities 
among  the  competing  groups  in  the  society, 
and  enhanced  national  awareness  among 
the  members  of  the  groups.  This  policy 
funnelled  the  diverse  political  beliefs 
and  population  political  affiliations  into 
three  groups:  regime-backed  Golkar, 
Islamic  PPP,  and  nationalist  PDI.  Although 
internal  frictions  were  unavoidable  and 
government  control  over  the  parties  was 
obvious,  there  were  positive  interactions 
and   accommodations   among  factions 


in  the  parties.  At  the  grassroots  level,  since 
there  were  only  three  choices,  many  peo- 
ple had  to  affiliate  themselves  with  a 
party  with  closer  ideology.  In  practice, 
the  New  Order  regime  successfully  or- 
chestrated majority  support  from  the 
population  for  Golkar.  However,  the  evid- 
ence of  positive  interactions  among  the 
different  factions  and  accommodation 
among  them  is  that  after  Soeharto's 
regime  collapsed,  the  parties  did  not 
dissolve  into  different  parties  but  instead 
have  maintained  an  -important  role  in 
current  politics.  Even  the  PDI,  once 
stricken  by  internal  struggle  and  virtu- 
ally the  smallest  party  among  the  three, 
has  emerged  as  a  relatively  solid  party, 
and  won  the  election  in  1999. 

TRANSMIGRATION  AS  IMPORTANT 
TOOLS  OF  NATION  BUILDING 

Apart  from  alleviating  the  population 
density  problem  and  improving  economic 
welfare,  transmigration  has  been  treated 
as  one  of  the  cornerstones  of  nation 
building  in  Indonesia.  Due  to  its  perti- 
nency, the  transmigration  program  was 
promulgated  from  the  beginning  of  the 
republic,  and  reached  its  peak  during 
the  New  Order  era.  For  comparison, 
within  the  period  of  1905-1941  there 
were  257,313  migrants;  and  during  al- 
most the  same  period  after  independence 
the  number  was  3.4  million  migrants 
(Swasono  1986,  82-84).  Transmigration 
has  becom.e  a  medium  for  interactions 
between  the  locals  and  migrants  from 
different  ethnic  groups.  It  is  expected 
that  the  interactions  could  improve  the 
understanding  and  tolerance  among  the 
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ethnic  groups  in  transmigration  sites  in 
particular,  and  for  the  nation  in  general. 

Although  it  has  a  positive  effect,  of 
nation  building,  interactions,  in.  transmi- 
gration sites  were  not  always  free  of  con- 
flicts. In  a  quite  detailed  account,  Raharjo 
(1984)  found  that  the  sources  of  conflict 
can  range  from  economic,  gender  re- 
lations, religion,  image,  and  government 
policy  issues.  However,  according  to  Fas- 
bender  and  Erbe  (1990,  251  ),■  conflicts- in 
mass  migration  were  mainly  caused  by 
economic' factors,  such  as  unresolved  land- 
rights  or  the  local  people  were  not 
adequately  compensated  for  their  tra- 
ditional land.  In  general,  conflicts  related 
to  transmigration  were  usually  very 
limited  in  terms  of  number  of  people 
and  area  involved. 

There  were  only  a  few  examples  of 
serious  reverse  transmigrants,  and  the 
majority  of  them  were  caused  by  local 
political  tension  and  insecurity,  not 
ethnic  tension  stemmed  from  hatred 
among  related  ethnic  groups.  For  example, 
the  reason  that  migrants  in  Aceh  and  East 
Timor  left  the  location  were  increasing 
separatist  activities  (Aceh),  and  pro-contra 
independence  conflicts  (East  Timor),  not 
because  of  the  threat  from  the  locals. 
There  are  exceptionally  few  examples  of 
reverse  migration  because  of  ethnic 
hatred,  i.e.,  between  the  local  ethnic 
groups  and  migrant  groups.  Falling  into 
this  category  was  the  case  of  Madurese 
migrants  who  were  driven  out  by  the 
local  Dayak  group.  This  example  cannot 
be  used  to  generalize  that  the  trans- 
migration program  had  failed,  because  it 


had  created  more  tensipns  than  under- 
standing among  the  local  and  migrant 
groups.  The  Madurese  have  never  been 
the  only  major  migrant  group,  because 
there  are  still  many  other  groups,  such 
as  Javanese,  Malay,  and  Bugis,  who  had 
been'  living  together  with  the  local  Dayak. 
These  groups  were  not  affected  during 
the  wake  of  the  bloody  conflicts  be- 
tween Dayak  and  Madurese. 

...  As. .suggested  above,  i.n.ter-ethnic  re- 
lations in  transmigration  areas  could  be 
in  terms  of  cooperation'  and  mutual - 
acknowledgement  (cf.  Eriksen  1993,  28). 
In  the  case  of  Indonesia's  transmigration, 
these  complementary  relations  could  be 
found  in  areas,  such  as  economic  pro- 
duction. This  is  because  most  migrants 
are  designated  to  be  self-employed  in 
agricultural,  fishery  or  animal  husbandry 
production.  Research  conducted  by  Pur- 
waningsih  (1984)  found  that  there  are 
very  significant  interactions  between 
the  locals  and  the  migrants  in  the  process 
of  production  and  distribution  of  crops. 
She  found  that  agricultural  production 
in  her  areas  of  research  had  improved 
quite  significantly  after  transmigration. 
Although  production  is  not  the  sole  factor, 
it  can  be  used  to  indicate  the  level  of 
interaction  between  the  local  people 
and  migrants,  because  of  the  division  of 
labour  between  the  locals  and  migrants. 

Another  aspect  of  migration  that 
needs  to  be  addressed  is  rural  to  urban 
migration  (i.e.,  urbanization).  Different 
from  state-sponsored  migration,  urban- 
ization usually  is  pushed  by  the  at- 
traction of  living  and  the  opportunities 
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available  in  bigger  cities,  such  as  better 
education  and  variety  of  jobs  in  the 
markets.  As  in  the  case  of  a  mining 
town  in  Africa  (Eriksen  1993,  20-21), 
the  continuous  interactions  with  a  large 
number  of  individuals  from  different 
ethnic  groups  have  been  happening  in 
urban  cities  in  Indonesia.  The  inter- 
actions can  take  place  among  employees 
at  the  office,  among  students  at  the  uni- 
versities, or  among  workers  at  the  con- 
struction sites,  or  among  merchants  and 
"  traders  in  the  nrfarkets.  "  This  'type  of 
migration  usually  creates  less  evident 
friction  with  the  locals.  This  is  because 
these  migrants  usually  do  not  live  in  ex- 
clusive areas,  and  the  majority  of  "local" 
people  are  usually  migrants  themselves. 
The  most  important  reason  is  that  the 
majority  of  people  i,n~,urban  areas  have 
had  more  concerns  for  constructing  and 
developing  national  culture  which  can 
be  used  for  cross-ethnic  groups  com- 
munication, rather  than  concentrating  on 
local  culture  (Budhisantoso  1997,  xvi). 

The  presence  of  the  migrants  has 
created  opportunities  for  interactions 
among  them  and  with  the  local  people. 
The  mass  and  continuous  migration, 
either  voluntary  or  state-sponsored,  has 
been  followed  by  a  relatively  peaceful 
co-existence  between  the  local  people 
and  migrants.  This  shows  that  there  has 
been  a  "give  and  take",  process  of  ac- 
commodations and  interactions,  between 
the  locals  and  migrants.  Looking  at  this 
trend,  in  the  longer  term,  many  ethnic 
groups  will  transform  themselves  to  like 
the  cultures  of  their  surroundings,  and 
the  local  culture  also  will  syncretize 


with  the  surrounding  cultures.  This  can 
only  be  done  through  interactions  and 
accommodation  among  the  ethnic  groups. 

CONCLUSION 

Indonesia   is  a  plural   society  with 
growing  shared  common  values  among 
its  constituents.  These  common  values 
were   nurtured   from   the  colonial  era 
until   the   current   government.  Dutch 
colonialism   had  created   channels  for 
irfteractians-  directly  or-indirectly,  and 
laid  down  significant  social  infrastruc- 
tures for  further  nation  building.  Indep- 
endence enabled  Indonesia  to  start  the 
process  of  nation  building.  The  migration 
programs,    education  standardization, 
and  other  "homogenizing"  policies  have 
been  very  effective  in  strengthening  na- 
tionalism and  identity  among  Indonesians. 
These   policies   have   facilitated  inter- 
actions among  the  people,  accommod- 
ated cultural  differences,  and  nurtured 
more  common  values  and  understanding 
among  them.  Now,  Indonesians  already 
have  some  symbols,  which  signify  their 
identity  and  belonging,  and  therefore  are 
important  for  the  country's  cohesion. 
These  symbols  include  the  summarizing 
ones,  such  as  the  Indonesian  flag  and 
monument  at  Borobudur.  In  both,  In- 
donesians find  their  pride,  their  essence 
as    Indonesians.    Others    may  include 
symbols  from  certain  parts  of  Indonesia, 
which  have  been  transformed  and  be- 
come national  culture  and  symbols,  such 
as  peci  (velvet  black  cap,  originally  only 
used  by  Malay  muslim)  as  well  as  balik 
dress    (originally    only    used    by  the 
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Javanese).  These  emerging  national  cul- 
tures and  symbols  are  evidence  of  in- 
tensive and  continuous  interactions 
among  the  diverse  Indonesian  community. 

Indonesia,  like  some  other  societies, 
is  a  melting  pot  "where  diverse  popul- 
ations are  merged,  acculturated,  and 
eventually  assimilated,  at  different  rates 
and  in  different  ways  (Park  as  cited  by 
Eriksen  1993,  19).  Thus,  some  ongoing 
coofli-Cts.  in  certa.in.  parts,  of  Indonesia, 
should  not  be  used  to  describe  and 
generalize -Indonesia  as  a  fractured  nation, 
because  the  conflicts  are  generally  con- 
fined to  certain  areas,  and  have  not 
spread  to  neighboring  provinces;  the 
issues  of  "religious  conflicts"  have  never 
became  a  major  national  issue,  and  the 
separatist  movements  and  local  dissents 
are  quite  under  control  after  autonomy 
scheme  was  offered.  This  differs  from  the 
common  assumption  that  Indonesia  is 
facing  a  very  serious  problem  in  national 
unity.  Indonesia  is  still  viable  as  a 
coherent  country,  as  a  result  of  years  of 
building  understanding  among  the  populace. 
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Indonesia's  Agriculture  Policy  Reform: 
A  General  Equilibrium  Analysis 
Using  WAYANG  Model* 

Yose  Rizal  Damuri 


INTRODUCTION 

SOUTHEAST  Asian  economic  crisis 
has  reversed  the  Indonesian  eco- 
nomic condition  from  a  successful 
country  with  rapid  economic  growth, 
steady  progress  in  economic  development 
and  substantial  improvement  in  poverty 
and  income  distribution,  into  a  country 
with  plenty  of  big  problems.  Most  of  the 
economic  sectors  have  experienced  the 
effect  of  economic  crisis  by  having  sign- 
ificant drops  in  their  activities,  which 
furthermore  reduce  the  demand  of  labor 
and  increase  the  number  of  unemploy- 
ment. 

Agricultural  sector  is  not  an  exception, 
although  the  effects  varied  between  sub- 
sectors  and  commodities  produced.  Some 
farmers,  whose  products  are  exported, 
benefited  substantially  from  the  depreci- 
ation of  rupiah.  The  increase  in  agricul- 
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tural  product  price  also  provides  more  in- 
centive to  farmers  to  boost  production. 
However,  most  of  the  farmers  are  also  the 
consumer  of  agricultural  products.  There- 
fore, the  increase  in  nominal  income  of 
farmers  has  been  reduced  significantly, 
especially  for  those  who  are  net  -purchasers 
of  food.  In  response  to  the  problem  of 
impacts  of  the  crisis  in  agriculture,  the 
government  of  Indonesia  has  attempted 
to  deregulate  some  agricultural  policies. 

The  main  purpose  of  this  paper  is  to 
examine  the  impacts  of  policy  deregulation 
in  agriculture  in  response  to  the  economic 
crisis.  Measuring  the  potential  impacts  of 
the  policy  reforms  into  the  sector  perform- 
ance and  the  Indonesian  economy  quant- 
itatively, particularly  in  the  relation  to 
welfare  and  income  distribution,  is  the 
specific  intention  of  the  study  presented 
in  this  paper.  To  achieve  the  objectives, 
a  computable  general  equilibrium  (CCE) 
model  of  Indonesia  called  WAYANG 
Model,  is  used  to  model  the  consequences 
of  policy  reforms. 

The  paper  is  organized  into  five 
sections.  Following  the  introduction,  the 
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next  section  provides  an  overview  of 
how  the  crisis  has  impacted  on  the  agri- 
cultural sectors  and  presents  some  details 
on  the  policy  responses.  The  third  section 
outlines  the  modelling  background  and 
scenarios  carried  in  the  simulation  using 
the  WAYANG  model.  The  fourth  section 
presents  an  analysis  and  a  discussion  on 
the  result  of  simulation,  followed  by  a 
conclusion. 

CRISIS  RELATED  IMPACTS  OF  IN- 
DONESIAN AGRICULTURE 

The  impacts  of  crisis  on  agricultural 
sector  vary  between  commodities  pro- 
duced and  regions.  In  several  subsectors, 
the  economic  crisis  has  produced  sign- 
ificant reduction  on  agriculture  production, 
collapsing  demand  and  rising  unemploy- 
ment. This  in  turn  also  harms  food  security 
and  expands  numbers  of  malnourished 
people  as  well  as  people  living  in  poverty. 
In  the  other  subsectors,  the  crisis  opens 
the  opportunities  to  increase  income  from 
export  and  better  price  of  agriculture 
commodities. 

The  crisis  reduced  production  in  all  of 
these  sectors.  The  contractions  have  been 
compounded  by  the  effect  of  drought 
and  el-nino  weather  phenomenon.  To 
some  extents,  the  impact  of  drought  on 
agriculture  production  surpassed  the 
effects^  of  economic  crisis,  although  it  is 
difficult  to  separate  those  two  effects. 
However,  the  contractions  only  lasted  for 
a  while,  since  in  the  second  year  of 
crisis,  agriculture  had  gained  their  initial 
production  level.  Compared  to  other 
economic  sectors,  agriculture  has  performed 


well  in  time  of  crisis.  The  significant 
growth  in  agricultural  export  commodities 
during  the  early  stages  of  the  crisis  has 
also  brought  some  hopes  that  the  sector 
would  be  able  to  improve  the  economy. 

While  production  of  agricultural  sector 
was  a  bit  ambiguous,  depending  on  the 
commodity,  the  impact  of  crisis  on  the 
food  security  was  obvious  —  food  in- 
security emerged  in  most  places  of  the 
country.  It  was  the  problem. of  income  re-, 
duction  and  food  prices  increase  that 
made  the  access  to  food  worst.  There  was 
a  sharp  increase  in  price  of  rice  due  to  the 
large  devaluation  in  rupiah,  while  nominal 
wages  have  not  kept  pace  with  price, 
resulting  in  a  decrease  in  real  wages. 

I,n  response  to  the  crisis-related  im- 
pacts on  the  agriculture,  the  government 
of  Indonesia  has  undertaken  massive 
policy  reforms  in  agriculture.  These  re- 
forms include  deregulation  in  agricultural 
trade,  such  as  the  reduction  of  tariff  rates 
on  all  food  items  to  maximum  of  5% 
and  the  removal  of  various  import  restrict- 
ions as  well  as  the  abolishment  of  local 
content  requirements. 

Various  domestic  agricultural  policy 
reforms  were  also  released  as  a  combined 
result  of  the  negative  impacts  of  the  former 
agricultural  policies  and  strong  pressures 
from  International  Monetary  Fund  which 
was  part  of  economic  recovery  programs. 
The  policy  reforms  include  the  elimination 
of  fertilizer  subsidies,  of  which  the  price 
would  be  determined  by  market  mechan- 
ism, and  the  liberalization  of  the  rice 
market. 
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Unfortunately,  in  the  recent  progress 
some  of  the  reforms  are  considered  to 
be  timely  inappropriate.  The  elimination 
of  fertilizer  subsidy  raised  the  price, 
thereby  increasing  the  cost  of  production. 
This  condition  was  worsen  by  the  fall  of 
international  price  of  rice  and  depressed 
domestic  price  below  the  production  cost. 
The  condition  benefited  consumers  at 
the  expense  of  domestic  rice  farmers.  In 
order  to  raise  the  domestic  price  of  rice, 
the  government  later  announced  the  im- 
plementation of  30  percent  tariff  to  im- 
ported rice.  Some  reports .  have  suggested 
that  the  appropriate  tariff  rate  for  im- 
ported rice  is  between  807o-1007o  in 
order  to  cover  the  production  cost. 

WAYANG  MODEL  SPECIFICATION 
AND  SIMULATION 

This  paper  has  a  main  purpose  to 
examine  the  effect  of  various  economic 
policy  in  Indonesian  agriculture  in  the 
aftermath  of  recent  economic  crisis.  Two 
important  policies  examined  through  the 
use  of  a  CGE  Model  called  WAYANG 
model  in  three  main  sets  of  scenario.  The 
first  addresses  the  consequences  of  re- 
moving fertilizer  subsidies.  The  second 
scenario  investigates  the  impact  of  the 
application  of  30  percent  tariff  on  im- 
ported rice  after  subsidy  removal.  Both 
fertilizer  subsidy  and  rice  tariff  are  ex- 
pected to  have  the  same  impact  on  the 
agriculture  sectors,  rice  and  paddy  pro- 
ductions in  particular.  The  application  of 
rice  tariff  can  be  seen  as  a  compensation 
of  the  effect  of  fertilizer  subsidy  removal. 
To  see  the  effect  of  the  tariff  alone,  the 


third  scenario  is  conducted  by  introducing 
the  tariff  while  the  subsidy  is  kept  in  place. 

CGE  models  are  widely  applied  to 
policy  analysis  in  developing  countries 
and  have  comparative  advantage  in  the 
analysis  of  economic  policies,  in  particular 
when  there  is  a  need  to  consider  links  be- 
tween different  producing  sectors,  links 
between  the  macro  and  micro  levels, 
or  the  impact  of  certain  policies  into 
household  welfare  and  income  distribution. 
The  application  of  CGE  in  Indonesia 
itself  has  been  relatively  new.  The  WA- 
YANG model  used  in  this  essay  is  one 
of  a  few  CGE  models  on  Indonesian 
economy. 

The  WAYANG  model  is  a  single  coun- 
try CGE  model  of  Indonesian  economy 
designed  for  comparative-static  analysis 
of  particular  economic  policy.  It  belongs 
to  the  class  of  general  equilibrium  model 
that  is  linear  in  proportional  changes.  In 
general,  the  model  differentiates  house- 
hold, government,  industry  and  the  rest 
of  the  world  as  different  institutions. 

There  are  ten  different  groups  of  house- 
hold in  the  economy  based  on  the  dom- 
inant source  of  income  factors.  These 
households  control  factors  of  production. 
The  factors  of  production  can  be  categor- 
ized into  five  primary  factors  and  one 
specific  factor  of  production.  The  model 
distinguishes  65  groups  of  private  indus- 
tries, which  use  these  factors  in  their 
activities. 

The  industries  provide  65  different 
commodities,  of  which  five  are  consid- 
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ered  as  margin  commodities.  In  addition, 
the  model  also  has  regional  aggregation 
by  separating  the  economy  wide  results 
into  three  regibns,  Java  and  Bali,  Sumatra, 
and  the  remaining  area.  The  details  of  the 
aggregation  of  sectors,  households  and 
other  aspects  of  the  model  can  be  found 
out  in  the  appendix  of  this  paper. 

RESULTS  AND  DISCUSSION 

This  section  presents  the  result  of 
simulation  carried  out  by  WAYANG  as 
explained  In  the  previous  . section.  For  the 
convenience,  the  results  are  organized 
in  tables  in  line  with  scenarios.  Scenario 
1  shows  the  effect  of  subsidies  removal. 
Scenario  2  represents  results  on  the  re- 
placement of  subsidies  with  tariff  on 
imported  rice,  while  scenario  3  puts  both 
of  protections,  tariff  and  subsidy  together. 
The  emphasis  of  the  following  analysis 
will  be  given  to  the  result  of  subsidy 
removal  effect;  while  all  results  from  other 
scenarios  are  also  discussed  below. 

Effects  on  the  Overall  Economy 

Selected  macroeconomic  aspects  from 
the  simulation  results  are  provided  in 
Table  1.  The  effects  of  the  policies  are  re- 
latively small  and  varied  between  sce- 
narios, although  there  seems  to  be  some 
similarities  in  the  last  two. 

Return  to  variable  capital  for  agricul- 
ture increases  in  all  scenarios,  while  in 
non-agricultural  sector  falls.  Subsidy  re- 
moval has  caused  a  slight  increase  in  the 
rental  price  of  variable  capital  in  agri- 
culture (0.31%).  On  the  introduction  of 


new  tariff,  return  to  variable  capital  in 
agriculture  increases  significantly  whether 
subsidy  remains  (5.52%)  or  is  removed 
(5.05%). 

Subsidy  removal  also  reduces  nominal 
wage  of  skilled  while  price  of  unskilled 
labor  increases  a  little.  This  also  applies 
to  skilled  labor  in  other  scenarios.  How- 
ever, unskilled  labor  enjoys  higher  nom- 
inal wage  increase  in  the  introduction  of 
tariff.  Price  of  other  primary  factors  in 
agriculture  —i.e.,  land—  also  rises.  The  re- 
turn, on  land  used  for  paddy  ..production 
is  taken  for  example  here.  Significant 
increase  of  the  land  price  comes  as  an 
effect  in  both  the  subsidy  removal  and 
the  introduction  of  imported  rice  tariff. 

The  removal  of  fertilizer  subsidy  works 
in  two  ways.  The  first  is  through  al- 
locative  effect.  The  rise  of  fertilizer  price 
makes  the  cost  of  production  go  up,  re- 
duces the  production  on  the  intensively 
using  fertilizer  industries,  and  reallocate 
primary  factors  across  industries.  This 
effect  produces  negative  results  for 
the  whole  economy  on  the  demand  of 
primary  factors  and  reduces  the  price  of 
primary  factors,  particularly  in  agriculture. 

The  second  mechanism  arises  as  the 
consequences  of  fertilizer  being  one  of 
the  primary  factors  in  agriculture.  Sub- 
stitution is  taking  effect  as  the  fertilizer 
price  increase;  produce  positive  outcome 
to  other  factors'  demand  on  the  intens- 
ively using  fertilizer  industries.  The  changes 
in  demand  are  then  transformed  into  the 
price  of  primary  factors,  indicated  on  the 
price  primary  factors  composite.  The  final 
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Table  1 

ECONOMIC  WIDE  EFFECTS 

Simulation  12  3 

Overall  Economy 

Gros  Domestic' Product 

Nominal  0.18         1.02  0.82 

Real               ■  0-0.16-0.17 

GDP  Deflator  0.17         1.18  0.99 

Wage  (nominal) 

Skilled  -0.09        -0.49  -0.4 

Unskilled  0.07         1.67  1.55 
Returns  to  Variable  Capital  (nominal) 

.  .  Non-agrLculture  -  .                     _  _..         ,         .  -0.4        -0.08  _  0.33.. 

Agriculture  0.31          5.52  5.05 

Returns  to  Land  on  Paddy    0.57        14.95  14.06 

Government  Budget 

Revenue  (nominal)  0.09         0.41  0.3 

Expenditure  (nominal)  0.07         0.33  0.24 

Budget  Deficit  (in  Rupiah)  ♦              *  + 

Household  Sector 
Consumption 

Nominal  0.3          1.68  1.34 

Real  0.01         -0.21  -0.23 

Consumer  Price  Index  0.29         1.89  1.57 
External  Sector 

Export  Value  0.11           0.1  -0.02 

Import  Value  0        -1.36  -1.36 

Terms  of  Trade   -0.01          0.12  0.13 

Note:  All  results  are  percentage  change  unless  otherwise  stated 

result  appears  as  a  total  of  both  sub-  heavily  on  the  selection  of  elasticities  of 

stitution  and  allocative  effects.  Whether  the  substitution  for  factor  demand.^  The  effect 

final  result  positive  or  negative  depends  induces  the  price  of  factors  that  are  used 

on  the  magnitude  of  both  effects.  intensively  in  agriculture,  such  as  unskilled 

labor,  variable  capital  and  land  to  in- 


stitution  effect  of  the  policy  depends       simulation  shows  significantly  different  results. 


The  positive  substitution  effect  of  the 
subsidy  removal  results  in  the  higher  price  , 

^(  ^r\r^^..,  c^^t^  i:       II        •  This  simulation  assigns  0.5  as  the  value  of 

of  primary  factors  composite  for  all  agr^  ,      .  .... 

°  the  parameters.  An  experimental  sensitivity  analysis 
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crease  as  well,  compensating  the  negative 
allocative  effects.  While  in  non-agriculture 
sectors,  the  lower  return  of  primary  factors 
composite  results  in  the  lower  price  of 
primary  factor  for  these  industries,  such  as 
skilled  labor  and  capital,  although  the 
policy  produces  positive  allocative  effects. 

The  introduction  of  tariff  works  in  the 
opposite  way.  This  policy  creates  higher 
price  of  domestic  agriculture  product 
and  give  higher  return  on  .primary  factors, 
in  agriculture.  Combined  with  the  effect 
of  subsidy  removal,  both  policies  produce' 
higher  demand  of  factors  and  end  up  with 
an  increase  in  prices.  However,  the  in- 
crease is  in  most  nominal,  particularly 
for  the  change  in  wages,  since  price  index 
raise  more  than  the  nominal  wages  as 
shown  in  both  GDP  deflator  and  Con- 
sumer Price  Index  (CPI). 

The  increase  in  primary  factors  con- 
tributes to  the  domestic  product.  Since 
total  supply  of  labor  and  land  in  the  eco- 
nomy is  held  unchanged,  any  change 
in  real  GDP  must  come  predominantly 
through  a. shift  in  capital  usage.  However, 
the  change  in  capital  is  very  small  and 
only  produces  insignificant  contribution 
to  the  change  in  real  GDP.  All  values  in 
Table  1,  which  show  a  small  reduction  in 
real  GDP,  are  mostly  related  to  changes 
in  real  GDP  by  the  addition  of  real  in- 
direct taxes  change. 

As  discussed  previously,  the  closure 
that  is  used  in  this  simulation  ensures  that 
all  the  changes  regarding  the  shocks  are 
directed  to  the  change  in  household  con- 
sumption. One  of  the  conditions  is  setting 


the  real  government  spending  fixed  by 
having  government  budget  deficit  exo- 
genously  determined.  This  environment 
is  also  achieved  by  conducting  simulat- 
ions under  condition  of  balanced  trade. 
Unsurprisingly,  the  effects  of  simulation 
on  both  trade  balance  and  government 
budget  are  insignificant,  unless  for  import 
value,  which  is  going  down  after  the  im- 
plementation of  new  rice  tariff. 

 Looking -at  the  . effects  of.  simulation  on 

household  consumption,  there  are  re- 
latively large  increases  on  the"  nominal 
consumption.  However,  this  change  is 
most  associated  to  the  price  expansion. 
1.68%  of  nominal  consumption  under 
new  tariff  implementation  comes  largely 
from  the  rise  in  the  consumer  price  index 
of  1.89%.  It  is  not  difficult  to  explain  this 
fact,  since  rice  takes  significant  part  on 
household  consumption.  An  increase  in 
the  price  of  rice,  especially  because  of 
the  introduction  of  tariff,  has  contributed 
significantly  to  the  consumer  price  index, 
which  in  turn  pushes  the  real  consumption 
down. 

Effects  on  Sectoral  Output 

This  part  discusses  WAYANG  pro- 
jections of  the  changes  in  various  aspects 
of  selected  industries  due  to  the  elimin- 
ation of  fertilizer  subsidy  and  the  intro- 
duction of  new  rice  tariff.  Although  the 
WAYANG  simulations  are  computed  at 
the  65  sectors  level,  in  the  shake  of 
brevity  and  clarity,  only  agricultural  sectors 
and  some  non-agricultural  ones  are  re- 
presented below. 
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Table  2 

IMPACTS  OF  AGRICULTURAL  POLICIES  ON  INDUSTRY  OUTPUT 
Simulation  12  3 


Agriculture 


Paddy 

-0.43 

4.26 

4.63 

Beans 

-0.60 

-1.19 

-0.56 

Maize 

-0.62 

-1.38 

-0.87 

Cassava 

-0.25 

-0.85 

-0.62 

Vegetable  and  Fruit 

-0.13 

-0.38 

-0.26 

Sugarcane 

-0.10 

-0.39 

-0.30 

Tobacco 

-0.50 

-1.19 

-0.68 

Coffee 

-0.08 

-0.28 

-0.20 

Tea 

-0.04 

-0.67 

-0.62 

Other  Estaje  Crops 

-2.68 

-5.16 

-2.45 

Other  Agriculture 

-5.24 

-7.51" 

-2. '5  7 

n-agricufture 

Food  Processing 

0.33 

-1.13 

-1.12 

Rice  Milling 

-0.45 

4.39 

4.77 

Fertilizer 

-5.55 

-3.50 

1.99 

Table  2  shows  percentage  changes 
of  some  sectoral  outputs  on  various 
agricultural  sectors  as  the  effects  of 
changes  in  particular  agricultural  policies. 
Under  the  first  scenario,  when  fertilizer 
subsidies  are  removed,  most  of  the  agri- 
cultural sectors  reduce  their  production. 
The  production  of  fertilizer  also  declines 
significantly.  The  implementation  of  30 
percent  rice  tariff  also  reduces  the  out- 
put even  further,  except,  unsurprisingly, 
for  paddy  and  rice  milling  production. 

In  explaining  the  result  of  the  change 
in  sectoral  output,  it  is  also  helpful  to  find 
out  the  main  sources  of  changes  in  de- 
mand for  that  commodity.  The  source  can 
be  categorized  into  three  main  parts  of 
demand  decomposition.  First  part  related 
to  the  changes  in  domestic  demand  for 
particular  commodity.  The  implementation 


of  an  economic  policy  has  some  impacts 
on  the  price  of  commodities,  which 
therefore  changing  the  demand.  This  effect 
depends  on  the  own  and  cross  price  elas- 
ticity of  the  corresponding  commodity. 

The  second  effect  comes  from  the 
assumptions  that  domestically  produced 
commodities  can  be  substituted  at  some 
degree  by  similar  imported  commodities. 
Any  increase  in  the  price  of  the  goods 
makes  the  consumers  diversified  away  to 
imported  commodities;  while  price  re- 
ductions make  domestic  goods  preferred 
than  the  imported  one.  The  third  part  is 
related  to  the  change  in  export  demand 
of  particular  commodity.  For  selected 
industries,  Table  3  shows  how  the  changes 
in  the  total  output  can  be  broken  into 
three  parts  of  demand  under  scenario  of 
fertilizer  subsidy  removal  and  introduction 
of  tariff  on  imported  rice. 
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Table  3 

SOURCES  OF  CHANGES  ON  INDUSTRIAL  OUTPUT 


Sectors  Domestic       Import  Export 

  Demands       Substitutions  Demands 


Fertilizer  Subsidy  Removal  Effects 

Paddy  -0.43  0  0 

Beans  -0.23  -0.37  0 

Maize  -0.13  -0.01  -0.48 

Other  Crops  0.02  -0.09  0 

Sugarcane  -0.1  0  0 

Food  Processing  0.03  0  0 

Rice  Milling  -0.09  -0.2  -0.16 

Fertilizer  -  --     -     -..-5.45--  ..--0.11  .-  ..  0.02 

Tariff  and  Fertilizer  Subsidy  Removal  Effects 

Paddy  "                  4.26  0  0 

Beans  -0.49  -0.69  -0.01 

Maize  -0.33  -0.02  -1.03 

Other  Crops  -0.21  -0.97  0 

Sugarcane  -0.39  0  o 

Food  Processing  0.02  0  -1.15 

Rice  Milling  -0.95  6.02  -0.68 

Fertilizer  ■  -3.28  -0.17  -0.06 


The  decline  of  production  under  fer- 
tilizer subsidy  removal  is  attributed  mostly 
to  the  change  in  domestic  demand  rather 
than  other  factors.  Change  in  domestic 
demand  of  fertilizer,  for  example,  con- 
tributes more  than  98%  of  the  reduction 
of  output.^  In  rice  milling  industry,  how- 
ever, change  in  import  substitution  plays 
an  important  role  on  the  change  in  in- 
dustry output,  which  is  contributed  to 
almost  45%  of  the  change  in  output.  It 
means  there  is  a  significant  substitution 
of  rice  consumption  to  the  equivalent 


^Domestic  demand  changes  reduce  the  output 
by  5.457o.  This  is  98%  of  the  decline  in  output  of 
5.55%. 


imported  rice,  which  has  grown  by  1% 
due  to  the  subsidy  removal. 

A  slightly  different  pattern  could  be 
found  in  the  implementation  of  30% 
new  rice  tariff.  Under  the  simulation,  change 
in  industry  output  is  related  mostly  to  the 
import  substitution  effect.  Rice  milling 
industry  ihat  enjoys  a  notable  increase  in 
their  production,  get  the  expansion  mostly 
from  the  import  substitution  effect.  Con- 
sumers change  their  consumption  pattern 
in  response  to  the  introduction  of  new 
tariff  by  shifting  their  expenditure  to  the 
domestic  product.  Demand  for  imported 
rice,  on  the  other  hand,  contracts  by 
28.20%.  New  rice  tariff  also  makes  the 
fertilizer  industry  produce  more  than 
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under  subsidy  removal  scenario  since  the 
paddy  rice  production  also  expands. 

The  results  are  along  the  way  with 
economic  common  sense.  Subsidy  removal 
makes  fertilizer  price  go  up  and  the  cost 
of  production  increase  in  most  agri- 
cultural sectors.  Consequently,  prices  of 
goods  are  getting  higher  and  decrease  the 
demand.  This  in  turn  will  make  domestic 
production  also  lower.  Changes  in  price 
of  various  commodities  due  to  the 
fertilizer  subsidy  removal  are  shown  in 
Table  4.  From  the  table  we  can  see  that 
the- basjc  price  of  rice  milled  increases  by 
0.74%  after  the  subsidy  removal.  The 
purchaser  price  of  this  good  also  increases 
by  0.6%. 

Some  interesting  finding  may  be  found 
on  the  table.  The—purchase  price  of 
fertilizer  increases  by  12.82%,  but  the 
basic  price  declines  by  only  -4.19%.  The 
smaller  decrease  in  the  basic  price  after 
the  elimination  of  subsidy  indicates  that 
the  supply  for  the  commodity  is  relatively 
elastic.  The  price  of  imported  fertilizer 
also  increases  by  9.08%.. 

The  introduction  of  new  tariff  after  the 
elimination  of  subsidy  makes  the  price  of 


imported  rice  higher  than  the  domestic  one. 
It  makes  demand  for  domestic  rice  also 
increase  and  push  the  price  up.  The  30 
percent  increase  in  the  price  of  imported 
rice  allows  price  of  paddy  rise  by  5.47% 
besides  4.23%  increase  in  the  domestic 
rice.  This  new  tariff  also  increases  the 
demand  of  fertilizer  for  paddy  production, 
hence  pulls  the  price  higher. 

Distributional  Effects 

•  There  are  three  mechanisms  through 
which  economic  policy  gives  influence 
on  distribution  of  income  across  house- 
hold. The  first  is  through  the  direct  effects 
of  income  due  to  the  changes  of  primary 
factor  returns.  As  the  effects  of  the  eco- 
nomic policy  take  place,  households  as 
the  owner  of  primary  factors  will  receive 
more  income  if  the  price  of  their  owned 
primary  factor  increase,  while  the  income 
goes  down  in  the  opposite  situation.  Since 
each  household  control  different  com- 
bination of  primary  factors,  the  result  on 
their  income  also  varies  across  households. 

The  price  effect  is  another  factor  that 
contributes  to  the  change  in  income.  While 
the  changes  in  factor  income  can  be  seen 


Table  4 


CHANGING 

IN  THE  PRICE  OF 

COMMODITY 

Commodity 

Scenario  1 

Scenario  2 

Domestic 

Import 

Domestic 

Import 

Paddy  (Basic  Price) 

1.37 

0 

5.47 

0 

Rice  Milled  (Basic  Price) 

0.74 

0 

4.23 

30.00 

Rice  Milled  (Purchase  Price) 

0.60 

0 

3.53 

25.47 

Fertilizer  (Basic  Price) 

-4.19 

0 

-2.58 

0 

Fertilizer  (Purchase  Price) 

12.82 

9.08 

14.53 

9.08 
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as  the  effect  of  the  policy  to  household 
in  the  "supply"  side,  the  effects  of  price 
change  affect  household  from  "demand" 
side.  Since  each  household  has  different 
consumption  pattern,  the  effects  of  price 
changes  on  household  budgets  also  vary. 
These  effects  will  affect  the  distribution 
of  real  income. 

The  last  mechanism  is  the  effects  of 
income  tax  changes  to  household  dis- 
posable income.  As  explained  in  the  pre- 
vious chapter;  in  this  simulation,  the  full 
economic  effects  of  the  shock  are -directed- 
into  household  consumption  to  observe 
the  change  in  welfare.  Therefore,  the 
government  spending  and  revenue  are 
fixed  exogenously  by  channeling  changes 
in  government  budget  to  the  shifting  in 
income  taxes,  in  which  case  affects  the 
disposable  income. 

To  explore  the  effect  of  subsidy  re- 
moval and  implementation  of  rice  tariff, 
all  three  factors  above  are  examined  by 
looking  at  one  by  one  changes  in  nominal 
gross  income,  real  gross  incomes  and 
then  real  net  income  and  consumption 


expenditures.  The  three  aspects  above 
represent  the  factors  affecting  change  in 
distribution  of  income. 

The  first  aspects  in  analyzing  income 
distribution  effect  of  the  policies  are 
shown  in  Table  5.  Changes  in  nominal 
gross  incomes  for  each  household  type, 
as  shown  in  the  table,  arise  from  changes 
in  the  factor  incomes,  operating  through 
changes  in  primary  factor  returns. 

.  Fertilizer,  subsidy  ' removals  have  negat- 
ive effects  on  the  nominal  gross  income 
for  all  groups  except  for  rural  4,  the  rural 
mid-income  household.  The  changes  of 
income  are  relatively  small.  The  intro- 
duction of  30  percent  new  rice  tariff,  on 
the  other  hand,  increases  all  household 
groups  gross  income.  For  some  groups,  the 
changes  are  quite  significant,  especially  for 
lower  to  middle  income  household  in 
rural  areas,  while  other  groups  also  enjoy 
some  degree  of  income  addition. 

To  explore  the  changes  in  gross  in- 
come of  each  household,  detail  inspect- 
ion on  the  sources  of  changes  are  mean- 


Table  5 

NOMINAL  CROSS  INCOME  CHANCES  UNDER  VARIOUS  SCENARIO 
Household  Scenario  1  Scenario  2  Scenario  3 


Rural  1 

-0.08 

1.06 

1.07 

Rural  2 

-0.04 

1.20 

1.15 

Rural  3 

-0.03 

1.26 

1.19 

Rural  4 

0.01 

135 

1.25 

Rural  5 

-0.04 

0.83 

0.76 

Rural  6 

-0.13 

0.50 

0.59 

Rural  7 

-0.05 

0.67 

0.66 

Urban  1 

-0.13 

0.33 

0.40 

Urban  2 

-0.13 

0.56 

0.61 

Urban  3 

-0.13 

0.08 

0.18 

INDONESIA'S  AGRICULTURE  POLICY  REFORM 


435 


ingfui.  Table  6  shows  the  decomposition 
of  these  changes  into  their  sources  by 
factor  of  production  for  every  household. 
This  decomposition  is  based  on  the  con- 
tribution of  primary  factor  owned  by 
specific  groups.  The  more  important  the 
specific  primary  factor  on  a  particular 
household  income,  the  more  significant 
the  changes  of  its  return  on  that  house- 
hold group. 

Income  from  unskilled  labor  is  an  im- 
portant factor  as  the  source  of  income  in 
the  ..ural  areas,  particularity  for  lower  to 
middle  income  household  group.  For 
these  groups,  unskilled  labor  accounts 
more  than  50%.  to  the  total  household 
income.  Unsurprisingly,  the  rise  in  price 
of  unskilled  labor  due  to  the  subsidy 
removal  also  gives  positive  contribution  to 
their  income.  In  addition  to  increase  in  un- 
skilled labor  wages,  positive  change  in 
return  on  land  also  contributes  further 
expansion  of  income,  particularly  to  the 
land  owner  household   groups.  These 


positive  changes  are  after  all  relatively 
small  and  are  concealed  by  the  negative 
changes  in  other  primary  factor  returns, 
which  is  relatively  larger. 

However,  rural  households  whose  in- 
come mostly  comes  from  neither  un- 
skilled labor  nor  land  are  not  able  to 
generate  positive  income  changes.  House- 
hold 6  in  rural  area,  for  instance,  depends 
heavily  on  the  rent  of  capital  and  skilled 
labour  income.  Nominal  gross  income  of 
this-  household  goes  down,  together  with 
the  fall  of  return  on  capital  and  skilled 
labor  wages. 

Households  in  the  urban  areas  suffer 
most  in  their  income  since  most  of  them 
generate  income  from  unskilled  labor  and 
capital.  These  primary  factor  receipt  lower 
returns  after  the  subsidy  removal  take  into 
effect.  While  unskilled  labor,  the  only 
primary  factor  enjoying  higher  return,  only 
contribute  small  amount  to  the  groups' 
income.  In  total,  urban  households  get 
lower  income  compared  to  rural. 


Table  6.a. 


DECOMPOSITIONS  OF  GROSS  INCOME  CHANGES  UNDER  SCENARIO  1 


Household 

Skilled 

Unskilled 

Fixcap 

Varcap 

Land 

Rural  1 

0.00 

0.03 

-0.06 

-0.08 

0.01 

Ruj-al  2 

-0.01 

0.03 

-0.06 

-0.06 

0.02 

Rural  3 

0.00 

0.04 

-0.06 

-0.04 

0.02 

Rural  4 

-0.01 

0.05 

-0.04 

-0.03 

0.01 

Rural  5 

-0.03 

0.03 

-0.06 

-0.04 

a.02 

Rural  6 

-0.01 

0.01 

-0.11 

-0.08 

0.00 

Rural  7 

-0.03 

0.03 

-0.05 

-0.03 

0.01 

Urban  1 

-0.02 

0.01 

-0.11 

.  -0.05 

0.01 

Urban  2 

-0.01 

0.01 

-o.n 

-0.06 

0.02 

Urban  3 

-0.04 

0.01 

-0.08 

-0.04 

0.00 
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As  shown  in  Table  5  all  household 
groups  enjoy  an  increase  in  their  gross 
income  as  an  effect  of  the  introduction 
of  30  percent  rice  tariff.  The  greater 
income  changes  come  to  the  poorer  house- 
hold in  rural  areas.  These  effects  are 
mostly  derived  from  the  rise  in  agriculture 
price,  especially  rice. 

The  effect  of  30  percent  rice  tariff 
on  the  returns  to  unskilled  labor  is  also 
the  key  to  understand  its  effect  on  in- 
come distrbution  across  household.  As 
the  price -of  rice  - arises  -  because  of  incre- 
asing imported  price,  the  return  to  factors 
used  intensively  in  rice  production  also 
increases. , Since  unskilled  labor  is  in- 
tensively used  in  rice  production,  the  price 
of  this  factor  raises  significantly.  Other 
primary  factors,  including  skilled  labor  and 
fixed  capital  used  in  the  non-agricultural 
industries  sustain  lower  returns  as  the 
effect  of  the  policy. 

This  factor  price  movement  has  highly 
income  distributional  effect  since  un- 
skilled  labor  is  supplied  primarily  by 


poorer  households  in  the  rural  areas, 
while  richer  urban  and  rural  household 
generally  provide  skilled  labor  and  non- 
agriculture  fixed  capital.  The  increase  in 
return  to  land  also  enhances  the  change 
in  distribution  since  most  of  lands  are 
owned  by  rural  households. 

After  examining  the  effect  of  the 
shocks  to  distribution  income  from  the 
income  itself,  the  effects  of  policy  to  the 
change  of  household's  purchasing  power 
are  also  important  to  mention.  Price  in- 
crease reduces  the  real  income -of  house-, 
hold,  which  cut  off  their  purchasing  power 
and  consumption.  Table  7  provides  real 
gross  income.  The  values  are  derived  by 
deflating  the  change  in  each  household's 
nominal  gross  income  by  a  corresponding 
consumer  price  index.  The  index  reflects 
the  consumption  pattern  of  that  particular 
household. 

As  shown  in  Table  7,  all  households 
earn  lower  real  income  under  each  sce- 
nario. The  loss  is  bigger  under  the  intro- 
duction of  new  tariff.  Even  households 


Table  7 


REAL  GROSS  INCOME  CHANGES  UNDER  VARIOUS  SCENARIO 


Household 

Scenario  1 

Scenario  2 

Scenario  3 

Rural  1 

-0.37 

-0.86 

-0.53 

Rural  2 

-0.33 

-0.72 

-0.45 

Rural  3 

-0.32 

-0.65 

-0.40 

Rural  4 

-0.28 

-0.55 

-0.33 

Rural  5 

-0.33 

-1.09 

-0.84 

Rural  6 

-0.42 

-1.41 

-1.00 

Rural  7 

-0.34 

-1.22 

-0.91 

Urban  1 

-0.42 

-1.56 

-1.17 

Urban  2 

-0.42 

-1.31 

-0.95 

Urban  3 

-0.42 

-1.77 

-1.35 
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in  rural  areas  that  obtain  most  benefit 
from  increase  of  agriculture  products  price 
from  the  new  tariff,  also  suffer  from  real 
income  loss.  These  happen  because  those 
households  also  put  larger  share  of  ex- 
penditure allocated  to  rice  and  staple  food. 
The  price  increase  in  those  particular 
products  affects  the  household  more. 
Urban  poorer  households  are  among  the 
one  which  loses  real  income  most. 

The  last  effect  of  the  policies  on 
-  -income  distribution -comes  through  the 
change  in  income  tax.  By  setting  govern- 


ment budget  exogenously  in  the  closure, 
every  pressure  on  the  government  budget 
would  be  directed  to  income  tax  changes 
by  reducing  the  tax  rate.  Consequently, 
income  tax  changes  for  each  household 
are  not  proportional  to  their  income 
changes.  The  greater  the  income  tax  paid 
by  the  households,  the  more  significant 
their  claim  to  the  tax  reduction  effect  of 
the  policies.  Table  8  provides  real  take 
home  income  for  different  household  groups. 

This  table  show^  the  whole  -  effects 
of  the  policies  on  household  income. 


Tcible  8 

REAL  NET  INCOME  CHANGES  UNDER  VARIOUS  SCENARIO 
Household  Scenario  1  Scenario  2  Scenario  3 


Rural  1 

-0.06 

-0.33 

0.04 

Rural  2 

0.10 

0.21 

0.09 

Rural  3 

0.07 

0.17 

0.08 

Rural  4 

0.07 

0.20 

0.11 

Rural  5 

0.28 

0.22 

-0.08 

Rural  6 

-0.21 

-0.97 

-0.74 

Rural  7 

-0.09 

-0.69 

-0.60 

Urban  1 

-0.04 

-0.76 

-0.71 

Urban  2 

-0.02 

-0.46 

-0.46 

Urban  3 

-0.26 

-1.44 

-1.16 

Table  9 

REAL  CONSUMPTION  CHANGES  UNDER  VARIOUS  SCENARIO 


Household  Scenario  1  Scenario  2  Scenario  3 


Rural  1 

-0.06 

-0.01 

0.04 

Rural  2 

0.15 

0.52 

0.35 

Rural  3 

0.12 

0.48 

0.34 

Rural  4 

0.12 

0.51 

0.37 

Rural  5 

0.33 

0.54 

0.19 

Rural  6 

-0.16 

-0.64 

-0.47 

Rural  7 

-0.04 

-0.37 

-0.34 

Urban  1 

0.01 

-0.43 

-0.44 

Urban  2 

0.04 

-0.15 

-0.19 

Urban  3 

-0.21 

-1.15 

-0.89 
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As  shown  in  the  table,  the  effect  of 
subsidy  removal  is  positive  for  all  lower 
and  middle  income  in  rural  areas,  ex- 
cept for  poorest  household.  This  policy 
has  negative  effects  for  all  urban  house- 
holds, since  the  tax  reductions  are  not 
sufficiently  large  to  compensate  their  in- 
come loss. 

The  same  patterns  are  also  observed 
in  the  implementation  of  rice  tariff.  Urban 
households  suffer  more  from  the  loosirrg 
of  their  income.  These  effects  are  under- 
standable when  we  realize  that  they  suffer 
more  from  the  increasing  price  as  tariff 
implemented.  Households  in  rural  areas 
can  overcome  their  income  loss  with  the 
benefit  they  get  from  price  increase. 

There  is  another  factor  that  needs  to 
be  mentioned,  namely  the  effect  of  the 
policies  into  household  real  consumption 
expenditures.  The  changes  in  this  aspect 
reflect  the  changes  in  the  welfare  of  house- 
hold. Table  9  shows  the  effects  of  the 
policies  on  each  household's  real  con- 
sumption expenditure.  Households'  real 
consumption  changes  more  than  the  change 
in  their  real  net  income  due  to  the  shifting 
In  consumption  and  income  ratio. 

CONCLUSION 

In  relation  to  welfare  and  distributio- 
nal effects,  the  removal  of  subsidy  in  fer- 
tilizer, results  in  a  decrease  of  all  house- 
hold income.  Unfortunately,  some  poorest 
household,  which  are  agricultural  labor 
and  small  farmers  also  the  one  suffer  most 
from  the  policy.  The  richer  households 


can  cope  with  the  reduction  in  their  in- 
come by  receiving  tax  deduction  from  the 
government. 

Introduction  of  tariff  to  imported  rice, 
on  the  other  hand,  improves  the  nominal 
income  for  agricultural  household.  How- 
ever, the  increase  in  price  of  commodities 
following  the  tariff  implementation,  makes 
all  households  end  up  receiving  lower 
real  income.  In  general,  the  main  bene- 
ficiaries of  the  tariff  arrangement  are  richer 
rural  households,  which  in  addition  to  the 
increase  in  their  gross  income  also  earn 
more  income  from  the  tax  deduction. 

Shorts  of,  policy  suggestions  can  be 
drawn  from  the  results  of  simulation.  First 
is  the  fact  that  subsidy  removal  may  harm 
agricultural  households,  especially  the 
poor  one.  It  is  not  a  bad  idea  introducing 
policy  measure  for  compensation  such  as 
the  introduction  of  rice  tariff.  Nevertheless, 
this  effect  is  just  a  short  time  consequ- 
ences of  the  policy,  so  other  policy  such 
as  tariff  should  be  considered  as  a  short 
period  policy  before  a  more  efficient  pro- 
duction process  takes  place. 

Second  is  associated  with  the  welfare 
effects  of  the  policy.  Channeling  the  in- 
crease in  government  revenue  from  both 
policies  can  reduce  their  negative  conse- 
quences on  income  distribution.  The  re- 
duction in  income  tax  rate  is  one  of  the 
ways  to  redirect  the  revenue.  This  method 
may  have  a  larger  magnitude  in  the 
improvement  of  income  distribution  by 
having  more  selective  compensation  to 
some  poorest  households. 
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APPENDIX 


Sets 


Institutions 


Factor  of 
Production 


SETS  AND  ELEMENTS  OF  WAYANC  MODEL 


Elements 


Disaggregation 


private  intermediate,  private  investment,  household,  government, 
rest  of  the  world. 


Household  Rural 


Urban 


landless,  small,  medium,  large  farmer,  poor  non-agr.  labour, 
non  labour,  rich  non  agr  labour 

poor  labour,  non-labour,  rich  labour 


Industries  Agriculture 


CI  paddy,  C2  beans,  C3maize,  C4cassava,  CSvegfruit,  C6othcrop, 
..     -  C7rubber,  CBsugarcane, .  C9coconut,  ClOoilpalm,  C1 1  tobacco, 

Cl2coffee,  Cl3tea,  C14clove,  CiSfibre,  Cl6othescrop,  Cl7other- 

  .agric,  Cialjvest,  C19mslaugth,  C20poultry,  C21wood,  C22othforest, 

Non-agriculture  C23sfish,  C24cmetal,  C25crudoil,  C26omining,  C27foodp,  C28moilfat, 
C29ricemill,  CSOmflour,  CSIsugarfac,  C32mothfood,  C33beverages, 
C34cigar,  C35yarn,  C36textiles,  C37bamv^ood, 

C38mpaper,  C39fert,  C40chemical,  C41  petrol,  C42rplastic,  C43non- 
metp,  C44cement,  C45basiron,  C46nonfermet,  C47metalp,  C48- 
electrcl,  C49mtransp,  CSOothmanuf,  CSlegw,  C52construct,  C53- 
trade,  C54reshot,  C55railtr,  C56roadtrs,  C57seawltr,  C58airtr,  C59- 
servtr,  C60communic,  C61  finance,  C62restate,  C63govdef,  C64- 
soscom,  C65othserv 


Non-agriculture  skilled  and  unskilled  labour,  variable  and  fixed  capital 
Agriculture  unskilled  labour,  fertilizer,  variable  capital,  land 


Piracy-Terror  on  the  High  Seas 

Wilfried  A.  Herrmann 


INTRODUCTION 

SHOCKED  by  the  recent  events  of 
the- bombing  ia  Bali,  the  sniper  in 
Washington  area  and  the  hostage 
affair  in  the  Moscow  theater,  people  tend 
to  forget  permanent  dangers.  One  of 
these  dangers  is  piracy.  In  fact,  in  recent 
months  several  ships  went  missing  in  the 
Southeast  Asian  waters.  Some  were  found, 
for  instance  the  tanker  in  the  Gulf  of 
Thailand  where  the  ship  had  been  missing 
for  several  weeks  until  the  customs  and 
police  special  forces  found  it.  But  they 
did  not  find  anything,  neither  the  crew 
nor  the  shipment.  This  'ghost  ship'  was 
found  anchoring  near  some  small  islands. 

Other  ships  remain  missing,  which 
compelled  the  International  Maritime 
Bureau  of  the  International  Chamber 
of  Commerce  (ICC-IMB)  to  track  down 
the  missing  ships,  such  as  The  MV  AL 
HUFOOF  1  which  went  missing  on  11 
September  2000  enroute  from  Sharjah 
(United  Arab  Emirates  /UAE)  to  Massawa 
(Eritrea).  It  was  later  boarded  by  the  crew 
who  re-named  the  vessel  MV  HONG 
HEING  and  directed  it  to  Vietnam,  where 
the  cargo  (sugar  and  wheat)  was  sold.  The 
ICC-IMB  located  it  in  Ho  Chi  Minh  City 
in  January  2001.  After  ICC-IMB  reported  it 


to"  the  Vietnamese  authorities,  they  got  hold 
of  the  ship  and  the  crew  in  Ho  Chi  Minh 
City  harbor. 

GEOGRAPHICAL  BACKGROUND 

The  International  Maritime  Bureau 
(1MB)  reported  in  its  Piracy  Report  2000 
that  there  were  469  reported  piracy  in- 
cidents worldwide,  an  increase  of  567o 
compared  to  1999  (300  cases);  and  figures 
for  2001  and  2002  indicate  a  further  rise 
in  this  kind  of  activity.  The  geographical 
center  piracy  is  located  in  Asia,  where 
Indonesia  (119  attacks),  the  Malacca  Straits 
(75),  Bangladesh  (55),  India  (35),  and 
Malaysia  (21)  are  having  the  lion's  share 
of  piracy  activities.  Ecuador  (13),  the 
Red  Sea  (13)  and  Nigeria  (9)  are  other 
(minor)  geographical  centers  of  activity.^ 
The  2001  statistics  show  a  further  increase 
from  161  (jan-Jun  2000)  to  165  (Jan-Jun 
2001)  piracy  related  incidents.'^ 

In  this  regard,  it  is  worth  mentioning 
that  the  Malacca  Straits  and  the  adjacent 


'See:  ICC-IMB:  'Piracy  and  Armed  Robbery 
Against  Ships  -  Annual  Report  1  January  -  31  De- 
cember 2000';  London  2001,  78  p 

2 

See:  "Piracy  on  ships  grows  with  focus  on 
Indonesian  waters,'  Bangkok  Post,  6  August  2001,  5. 
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waters  (Andaman  Sea/South  China  Sea/ 
Indonesian  waters)  can  be  called  the  bottle- 
neck of  the  sea-lanes  of  communication 
(SLOCs)  between  the  Indian  Ocean  and 
the  Pacific  Ocean.  The  density  of  ships  is 
the  highest  in  the  world,  with  more  than 
500  ships  per  day  passing  through  the 
Malacca  Strait.  About  75%  of  the  oil 
supply  for  Japan,  most  of  the  Asia-Africa 
trade  and  a  big  share  of  the  Asla-EU 
trade  flow  through  the  Southeast  Asian 
SLOCs.  As  a  result,  the  "target  oppor- 
tunity' for  pirates  in  the  region  is  highly 
attractive.^ 

In  addition,  the  geographical  situation 
in  Asian  waters  is  favorable  for  piracy. 
The  narrow  Malacca  Strait,  for  instance, 
demands  high  concentration  from  the 
crews  concerning  navigation.  Hence, 
the  crews  focus  their  main  attention  on 
the  bow  of  their  ship.  But,  as  modern 
merchant  ships  usually  have  only  small 
international  crew,  there  are  almost 
no  crewmen  guarding  the  stern  of  the 
ship  —  the  most  preferred  part  for  pirates 
to  attack.  Furthermore,  the  widespread 
islands  of  the  archipelago  of  Indonesia 
and  the  Philippines  are  favorable  for 
pirates  in  terms  of  approaching  and 
hiding,  in  addition,  some  Asian  navies 
or  coast  guards/maritime  police  forces 
are  not  able  to  control  —or  barely  mon- 
itor— the  long  coastlines  of  their  countries. 
To  cope  with  this  situation,  some  coun- 
tries try  to  improve  the  performance 
of  their  coastal  security  forces  by  means 


^See  also:  Elten,  Eric:  'Piracy  Worldwide',  in: 
Herrmann,  Wilfried  A.  (ed):  Asia's  Security  C/ia/- 
/enges.  New  York  1998,  pp.  59-65. 


of,  among  others,  purchasing  some  off- 
shore patrol  vessels  (OPVs),  frigates  or 
corvettes.  Nevertheless,  such  an  effort  does 
not  solve  the  problem,  and  it  is  still  far 
from  guaranteeing  "Maritime  Safety'  in 
their  -waters. 

The  number  of  piracy  attacks  has  risen 
dramatically  in  the  region  during  the 
past  years.  Therefore,  the  coastal  coun- 
tries need  to  react  quickly  and  effectively 
to  this  challenge.  The  big  trading  nations, 
which  are  mostly  located  outside  the 
affected  region,  should  also  contribute 
to  the  common  efforts  to  combat  piracy. 
Otherwise,  a  geographically  favorable 
environment,  combined  with  mostly  in- 
adequate domestic  legal  standards  and 
in  many  cases  unsuitably  equipped 
navies  or  poor  national  law  enforcement 
agencies,  will  create  a  comfortable 
"paradise"  for  pirates. 

LEVELS  OF  PIRACY 

Analyzing  the  intensity  and  outcome 
of  piracy  attacks,  international  experts 
in  general  differentiate  three  categories 
of  piracy  attacks/armed  robbery  against 
ships: 

•  Low  level  armed  robbery  (LLAR): 
minor  scale  attacks  from  pirates  with 
small  boats;  armed  with  blank  weapons 
or  small  hand  fire  weapons;  targets 
are  the  money  in  the  safe  of  a  ship 
or  the  personal  belongings  of  the 
ship's  crew;  these  pirates  use  a  type 
of  "hit-rob-run"  tactic;  in  general,  the 
number  of  serious  casualties  amongst 
the  ship's  crew  is  low. 
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•  Medium  level  armed  assault  and  rob- 
bery (MLAAR):  attacks  from  well  or- 
ganized —sometimes  even  large  scale- 
heavily  armed  gangs;  targets  are  parts 
of  the  cargo  or  the  money  in  the  ship's 
safe.  Attacks  on  this  scale  show  an 
increase  in  brutality,  resulting  in  the 
increased  number  of  casualties  amongst 
the  ship's  crew  in  recent  years. 

•  Major  criminal  hijack  (MCH)):  attacks, 
which  are  occasionally  co-ordinated 
by  rnternational  (or  regional)  well  or- 
ganized gangs  or  parts  of  organized 
crime  syndicates  (a  hint  towards  a 
future  trend  maybe  even  for  terrorists), 
carried  out  by  heavily  armed  men  (using, 
for  example,  sub-machine  guns,  Mo- 
lotov  cocktails  or  even  anti-tank 
rocket  launchers)[_targets  are  incre- 
asingly either  the  entire  valuable  cargo 
or  hijacking  the  ship.  Attacks  of  this 
scale  are  mostly  responsible  for  the 
dramatic  increase  in  casualties  among 
the  crew,  especially  fatalities. 

Nowadays,  an  attack  by  pirates  is 
often  conducted  with  the  use  of  small 
high-speed  boats  that  approach  the  target 
from  the  stern.  Another  method  is  to 
have  two  small  boats  in  front  of  the 
ship  to  be  connected  with  a  rope; 
by  reducing  speed  they  will  "smash 
smoothly"  against  the  big  ship.  The  pirate 
boats  used  have  a  very  narrow  silhouette 
and  are  generally  made  of  plastic  or  wood, 
so  it  is  very  difficult  to  detect  them  by 
radar.  Besides,  the  merchant  ship's  crew 
on  anti-piracy  guard  duties  on  deck  are 
approximately  30  to  40  meters  above 
sea  level,  so  it  is  difficult  for  them  to 


overview  the  whole  ship.  Having  re- 
ached the  targeted  ship,  the  pirates- 
who  are  mostly  armed-will  board  it, 
usually  using  grappling  irons;  and  take 
some  crew  hostage  in  order  to  gain 
control  over  the  ship. 

As  reported  in  many  cases,  the  crew 
will  then  be  tied  up,  or  locked  in  one 
room,  while  the  captain  or  an  officer 
will  be  forced  to  open  the  safe  and 
hand  over  money  and  other  valuables. 
The  radio  equipment -  is  then  destroyed 
and  the  pirates  leave  the  ship,  whilst  the 
crew  is  unable  to  steer  or  control  the  ship 
until  they  can  free  themsekes  from  their 
bonds.  The  ships  will  meanwhile  sail  on 
autopilot  with  normal  speed.  So  far  the 
crew  has  been  able  to  regain  control  be- 
fore an  accident  which  could  cause 
damage,  injury,  death  or  an  ecological 
disaster,  should  the  vessel  happen  to  be 
an  oil  or  chemical  tanker. 

ANTI-PIRACY  EFFORTS 

Taking  a  closer  look  at  piracy,  it  ap- 
pears that  several  crucial  points  require 
consideration  before  devising  prevention 
or  countermeasures: 

•  The  legal  standard  of  many  merchant 
ships  is  complicated.  In  this  case,  a 
ship  may  be  owned  by  a  European/ 
Japanese  company,  carry  the  Liberian 
or  Panamanian  flag,  have  crew  from 
the  Philippines  and/or  Indonesia,  and 
officers  from  Europe  and/or  India.  The 
question  then  is,  who  can  help  in  in- 
ternational waters  against  piracy  at- 
tacks (according  to  international  law. 
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only  the  navy  of  the  flag  state  can 
legally  intervene). 

•  The  attacks  or  hijackings  often  take 
place  outside  the  reach  of  the  port 
authorities,  but  within  the  territorial 
waters  of  a  coastal  country,  as  shown 
by  the  annual  reports  of  the  ICC-IMB. 
The  port  authorities  are  not  permitted 
by  law  to  help  or  support  berthing 
ships  outside  their  limited  border  (as 
in  the  case,  for  example,  of  piracy  at- 
tacks on  ships  berthing  outside  the 
harbor  borders  of  Singapore). 

•  The  number  of  crew  of  a  modern 
merchant  ship  is  quite  small  (approx. 
15-20  persons),  which  makes  it  dif- 
ficult to  mount  anti-piracy  guard  duties 
while  operating  the  ship. 

•  Violence  against  crews  has  increased 
dramatically  in  the  recent  years,  with 
killing  or  abandoning  crews  on  the 
High  Seas. 

•  Hijacked  ships  are  difficult  to  track 
down,  because  they  are  usually  re- 
painted immediately  and  re-named. 

•  To  seize  a  hijacked  ship  requires: 

1.  A  legal  framework  within  the  re- 
sponsible coastal  state 

2.  Joint  operations  from  the  respective 
coast  guard  or  navy,  and  sometimes 

3.  International  co-operation. 

These  measures  have  been  introduced 
in  only  a  few  Asian  states.  For  example, 
national  laws  against  piracy,  such  as 
India's  Navy  Act  of  1957  or  the  Thailand 
Piracy  Act  of  1991,  which  enable  these 
states  to  counter  acts  of  piracy  effectively. 


However,  these  laws  require  a  definition 
of  piracy,  which  is  difficult  to  obtain. 

LEGAL  CHALLENGE:  DEFINITION 

Piracy  dates  back  almost  to  the  begin- 
ning of  seafaring.  At  that  time,  there  was 
almost  no  difference  between  "Seafarer" 
and  "Pirate".  The  peaceful  trade  of  goods 
was  rated  more  or  less  on  the  same 
moral  level  as  the  legal  interpretation 
of  the  violent  seizure  of  goods  or  ships: 
The  ancient  Roman  thinker,  Cicero,  re- 
ferred to  pirates  as  hostis  generis  humani 
(enemy  of  mankind).  In  the  14th  century, 
however,  a  differentiation  was  first  made 
between  piracy  and  commandeering/ 
seizing  a  ship  with  official  permit.  Piracy 
was  then  generally  defined  as  attacks 
which  were  not  authorized  officially. 
On  the  other  hand,  there  were  the  "legal- 
ized" or  state-sponsored  pirates,  who 
had  state-certified  letters  which  enabled 

* 

them  to  attack  ships  as  an  official  mis- 
sion, for  example,  the  one  conducted 
by  Sir  Francis  Drake.  Later  more  and 
more  "legalized  pirates"  also  attacked 
neutral  ships  in  order  to  make  money 
just  for  their  own  pocket.  Consequently, 
in  1856  the  so-called  "legalized  piracy' 
was  abandoned;  the  Paris  Maritime  Law 
Declaration  decreed  that  pirates  were 
criminals. 

Today,  one  of  the  biggest  challenges 
for  the  international  community  in  re- 
spect of  combating  piracy  is  to  create 
an  internationally  agreed  legal  definition 
of  piracy,  respectively  armed  robbery 
at  sea.  This  definition  could  provide  the 
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framework  for  the  implementation  of 
national  legislative  actions  in  the  affected 
countries,  as  well  as  raising  public  aware- 
ness in  the  government  and  spreading 
information  to  the  people.  As  a  result, 
coast  guard,  navies  and  law  enforce- 
ment agencies  of  these  countries  would 
be  enabled  to  put  into  practice  effective 
anti-piracy  measures,  which  would  also 
be  supported  by  the  broad  majority  of 
their  respective  people.  For  this  reason 
many,  international  legal  experts  are 
working  on  this  definition  problem,  but 
so  far  without  an  operational  answer. 
However,  there  are  more  generalized 
definitions  of  piracy.  These  can  be  found 
in  the  1958  Geneva  Convention  on  the 
High  Seas  article  15,  in  the  1982  United 
Nations  Convention  on  the  Law  of  the 
Sea  (UNCLOS  III)  article  101  and  in  the 
1988  Convention  of  the  Suppression  of 
Unlawful  Acts  (SUA  Convention)  article 
3.  Hence,  piracy  can  be  defined  along 
the  UNCLOS  III,  Article  101  as: 

(a)  Any  illegal  acts  of  violence  or  de- 
tention, or  any  acts  of  depredation, 
committed  for  private  ends  by  the 
crew  or  the  passengers  of  a  private 
ship  or  a  private  aircraft,  and  dir- 
ected: (1)  On  the  high  seas,  against 


4 

For  a  detailed  discussion  on  the  definition 
problem  see  Menefae,  Samuel  Pyeatt;  "Crossing 
the  line?  Maritime  Violence,  Piracy,  Definitions, 
and  International  Law';  paper  presented  at  the  In- 
ternational Conference  on  Combating  Piracy  and 
Armed  Robbery  at  Sea,  Bangkok  24-25  March 
2001,  organized  by  The  Okazaki  Institute,  Japan 
in  collaboration  with  the  Southeast  Asian  Pro- 
gram in  Ocean  Law,  Policy  and  Management 
(SEAPOL). 


another  ship  or  aircraft,  or  against 
persons  or  property  on  board,  such 
as  ship  or  aircraft;  and  (2)  against 
a  ship,  aircraft,  persons  or  property 
in  a  place  outside  the  jurisdiction  of 
any  state; 

(b)  Any  act  of  voluntary  participation 
in  the  operation  of  a  ship  or  an  air- 
craft with  the  knowledge  of  facts 
making  it  a  pirate  ship  or  aircraft; 

(c)  Any  act  of  inciting  or  of  intentionally 
facilitating  an  act  as -described  in  - 
subparagraph  (a)  or  (b). 

For  statistical  reasons  experts  of  the 
ICC-lnternational  Maritime  Bureau  (ICC- 
IMB),  however,  define  piracy  as  an  act 
of  boarding  or  attempting  to  board  any 
ship  with  the  intent  to  commit  theft  or 
any  other  crime  and  with  the  intent  or 
capability  to  use  force  in  the  furtherance 
of  that  act.^ 

A  closer  analysis  reveals  some  core 
problems  concerning  the  definition  of 
piracy  from  the  legal  point  of  view,  i.e.: 

•  UNCLOS  III  does  not  cover  piracy 
incidents  in  territorial  waters  of  coastal 
states. 

•  UNCLOS  III  highlights  the  "private 
ends*  of  piracy,  which  does  not  cover 
politically  motivated  or  state  sponsored 
attacks. 

•  The  1MB  definition  is  good  for  re- 
porting cases,  but  in  the  eyes  of  some 
experts  this  definition  is  not  sufficient 
concerning  law  enforcement  activities. 


'See:  Meneffe,  Loc.  Cit.,  p.6. 
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•  Most  of  the  coastal  countries  in  Asia 
do  not  have  any  national  law  against 
piracy. 

To  answer  the  challenge  of  piracy,  an 
effective  solution  to  these  legal  core 
problems  needs  to  be  found  as  soon  as 
possible,  as  they  are  crucial  steps  to- 
wards installing  internationally  accepted 
rules  of  engagement  against  piracy.  It 
seems  that  there  is  a  long  way  to  go 
at  present,  as  many  countries  still  have 
different  points  of  views  on  piracy  and 
counter  measures  respectively. 

THE  CASE  OF  THE  ALONDRA 
RAINBOW 

Basically,  anti-piracy  methods  ought 
to  cover  three  major  areas:  politics, 
operational  needs  and  use  of  technology. 
This  three-fold  approach  can  be  illus- 
trated in  the  case  of  the  ALONDRA 
RAINBOW  in  1999.  The  Indian  Navy 
seized  this  Japanese  owned  ship  on  16 
November  1999,  after  pirates  had  hijacked 
it  on  22  October  1999  in  Indonesia.  The 
crew  (15  Philippine,  2  Japanese)  were 
put  on  a  raft  and  then  rescued  by  Thai 
fishermen.  Later  it  was  proved  that  the 
cargo  was  sold  in  the  Philippines.  After 
tracking  the  ship  down  on  its  way  to  the 
United  Arab  Emirates,  ICC-IMB,  in  close 
contact  with  Japanese  authorities  —in 
this  case,  the  Japanese  Maritime  Safety 
Agency/MSA/Coast  Guard—  requested  the 
help  of  the  Indian  Coast  Guard  and  the 
Indian  Navy.  The  Indian  Coast  Guard 
chased  the  ship  with  planes  and  ships. 

Unfortunately,  the  Indian  Coast  Guard 
boats  involved  did  not  have  modern  equip- 


ment (only  small  guns  on  board,  not  Oto- 
Melara  guns  as  on  the  most  recently 
equipped  boats);  they  tried  to  stop  the 
ALONDRA  RAINBOW  but  proved  too 
slow.  A  corvette  of  the  Indian  Navy 
which  happened  to  be  nearby  followed 
the  cargo  ship  and  after  the  pirates  re- 
fused to  stop,  the  corvette  shot  above 
and  into  the  mast  and  forced  it  to  stop. 
Finally  the  ALONDRA  RAINBOW  was 
seized  by  the  Indian  Navy  and  the 
pirates  on  board,  15  Indonesians,  were 
arrested.  They  were  then  handed  over 
to  the  Indian  law  enforcement  auth- 
orities who  prosecuted  them  on  the 
basis  of  Indian  law  (Indian  Navy  Act 
1957).  At  present  they  are  in  Indian 
prisons.^ 

POLITICAL  APPROACHES 

Before  dealing  with  political  instru- 
ments in  combating  piracy,  it  is  necessary 
to  differentiate  between  international, 
multilateral  or  bilateral  mechanisms  in 
a  regional  context,  and  national  instru- 
ments. The  broader  anti  piracy  initiatives 
were  dealt  with  in  1997  at  a  French 
Navy  colloquium  in  Paris  (Nouvelles 
Menaces  en  Mer,  to  be  detailed  later),'' 
by  the  implementation  of  the  Rome  Con- 


For  a  detailed  description  of  the  ALONDO- 
RA  RAINBOW  case  see:  Kawamura,  Sumihito:  "Re- 
gional Go-operation  Against  Piracy  and  Armed 
Robbery';  paper  presented  at  the  International 
Conference  on  Combating  Piracy  and  Armed  Rob- 
bery at  Sea,  Bangkok  24-25  March  2001. 

''Major  contributions  to  this  conference 
were  published  in  the  main  dossier  in:  Armies 
d'aujourd'lnii,  Paris  July  1997. 
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venlion  1998,  Japanese  initiatives  con- 
cerning the  combating  of  piracy  in  a 
regional  context,  from  1999,^  and  many 
conferences  on  Track  I  and  Track  II  level 
in  Asia,  amongst  others.  The  ASEAN 
Regional  Forum  (ARF)  Mumbai  meeting 
in  October  2000  served  as  a  link  be- 
tween broader  international  initiatives 
and  regional  efforts,  as  defense  and 
naval  experts  from  Asia,  United  States 
and  the  EU  were  involved. 

A  major  topic  at  all  '  these" confer- 
ences was  improving  regional  co-operation 
in  securing  the  SLOCs,  which  is  vital 
for  the  economy  and  development  of 
all  countries  involved.  European  experts 
frequently  criticized  the  lack  of  co- 
ordinated actions  from  the  SLOC  littoral 
states  in  Southeast  and  South  Asia,  and 
strongly  recommended  close  regional 
maritime  co-operation.  This  approach 
could  lead  to  the  build  up  of  a  multi- 
national   naval    force    similar    to  the 


1998  IMO  Rome  Convention  on  Maritime 
Terrorism,  which  dllows  prosecuting,  arresting  and 
punishing  pirates  on  the  basis  of  domestic  laws 
of  the  countries  involved.  If  there  are  insufficient 
laws  in  some  countries,  pirates  should  be  ex- 
tradited, prtjsecuted  and  punished  in  the  affected 
countries,  e.g.,  ship  owner  nation  or  flag  nation. 
Until  July  2002  only  three  Asian  countries  have 
signed,  this  convention:  India,  Japan,  and  the 
People's  Republic  of  China. 

^At  the  ASEAN  summit  in  Manila  1999  then 
Japanese  Prime  Minister  Keizo  Obuchi  called  for 
intensive  co-operation  to  fight  piracy  and  armed 
robbery  at  sea.  Follow-up  conferences  concerning 
this  topic  were  held  in  Tokyo,  I'or  instance,  in  April 
2000  (outcome:  "Model  Action  Plan"  against 
piracy  in  the  region,  which  potentially  allows 
participation  of  the  Japanese  Maritime  Safety 
Agency,  i.e.,  Coast  Guard,  in  a  regional  context). 


European  multinational  navy  co-opera- 
tion or  naval  integration  within  NATO. 
European  experts  know,  however,  there 
is  historically  an  opposition  in  Asia 
against  regional  military  co-operation. 
Vice-Admiral  Frank  (German  Navy  rtd.) 
expressed  the  opinion  that  combating 
piracy  and  smuggling  might  act  as 
a  cohesive  element  in  the  build  up  of 
such  a  regional  mechanism. '° 

During  a  workshop  at  IMDEX  2001 
in  Singapore,  Vice-Admiral  Hideaki  Kaneda 
(Japanese  Maritime  Self  Defense  Forces, 
rtd.)  also  strongly  proposed  a  maritime 
military  coalition  for  the  Asian  region,  in 
order  to  secure  the  freedom  of  navigation. 
The  first  step  would  be  to  set  up  a  re- 
gional naval  consultative  body  with 
European  and  American  attendance  in 
order  to  identify  problems  and  solutions 
concerning  maritime  safety  in  peacetime 
and  be  expanded  to  deal  with  regional 
crisis  management."  The  Japanese  ad- 
rniral  also  suggested  building  up  a  regional 
anti-piracy  force,  with  a  regional  maritime 
police  force  as  its  nucleus. 

These  suggestions  are  long-term  pos- 
sibilities that  do  not  alleviate  the  general 


See:  Frank,  Hans:  "The  Significance  of  Sea- 
lanes  of  Communication";  in:  Schwarz,  Herrmann, 
Seller  (Eds.).  Maritime  Strategics  in  Asia  (Bangkok: 
Lotus  Publisher,  2001),  Chapter  2.3 

"For  the  details  of  the  suggestion  of  VADM 
(ret)  Kaneda  see:  "Maritime  Military  Coalition  Pro- 
posed," in:  Bangkok  Post  24  March  2001  as 
well  as  Kaneda,  Hideaki:  "Japanese  Maritime  Stra- 
tegy in  the  New  Era"  in  Schwarz,  Herrmann,  Seller 
(Eds.):  Maritime  Strategics  in  Asia,  Loc.  Cit., 
Chapter  5.3 
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mistrust  among  the  nations  in  the  region, 
which  affects  the  co-operation  between 
the  ASEAN  countries,  also  in  the  sub- 
regional  framework  involving  India, 
Japan  and  the  People's  Republic  of  China. 
United  States  representatives'  ideas  may 
not  always  be  welcomed  by  many  Asians; 
hence  their  influence  is  limited.  At  the 
political  level  the  European  Union  (EU) 
could  play  the  role  of  a  catalyst,  the 
IMO  being  based  in  London  and  the  EU 
generating  many  political-  initiatives. 
For  example,  the  EU  member  states  want 
to  keep  piracy  high  on  the  agenda  of  the 
ASEAN  Regional  Forum  (ARF),  where  EU 
is  a  member,  as  well  as  at  ASEAN  annual 
meetings,  where  EU  is  a  dialogue  partner. 
The  EU  also  used  the  Asia  Europe  Meet- 
ing (ASEM)  summit  in  Seoul  2000  to 
promote  ideas  concerning  anti-piracy. 
EU  officials  want  to  intensify  the  discus- 
sion also  at  the  Senior  Officials  Meetings, 
in  order  to  bring  more  efficiency  to  the 
Track  I  level.  All  in  all,  EU  representatives 
have  lately  expressed  an  interest  in  getting 
more  involved  in  anti-piracy  measures 
to  improve  conditions  for  their  merchant 
fleets.  They  are  offering  legal  advice, 
as  well  as  technical  or  financial  support, 
as  they  are  unable  to  deploy  perman- 
ently any  maritime  patrols  in  the  region 
as  the  Russian  Navy  did  in  1993. 

Since  1997  the  West-European  Union 
(WEU)  Institute  for  Security  in  Paris  has 
been  considering  ad-hoc  agreements  for 
missions  of  European  naval  ships  outside 
the  WEU  area,  to  be  shaped  along  ad-hoc 
bilateral  agreements  such  as  Italy  with 
the  Caribbean  states  during  joint  op- 


erations against  drug  smuggling  in  Ca- 
ribbean waters  in  the  mid-1990s.  This 
idea  —discussed  by  Alessandro  Politi  from 
the  WEU-lnstitute  during  the  International 
Colloquium  in  Paris  1997—  has  not  yet 
been  accepted  politically  even  though 
in  the  future  the  EU  could  be  a  reliable 
partner  in  fighting  piracy  in  Asian  waters, 
together  with  the  littoral  states  and 
other  big  merchant  nations  affected, 
such  as  the  United  States  and  Japan.  But 
after  the  WTC  bbnibing  in  September 
2001,  amongst  the  EU  member  countries 
discussions  on  the  piracy  were  intens- 
ified in  order  to  prevent  attacks  from 
the  sea.  Therefore,  a  positive  develop- 
ment is  almost  predictable. 

Besides  broad  international  initiatives, 
many  types  of  bilateral  co-operation  exist 
concerning  anti-piracy  in  Southeast  Asia. 
In  July  1992,  for  instance,  a  fully  fledged 
direct  communication  line  between  Singa- 
pore and  Indonesia  was  established,  in 
order  to  give  the  navies  of  both  coun- 
tries the  opportunity  to  exchange  real  time 
information  concerning  piracy  and  the 
option  for  joint  operations,  mostly  joint 
patrols  (Indonesia-Singapore  Co-ordinated 
Patrols/ISCP)  of  the  endangered  areas. 

Furthermore,  in  1993  a  joint  Indone- 
sian-Malaysian Maritime  Operation  Plan- 
ning Team  (MOP)  was  set  up  to  con- 


See:  Richardson,  Michael  'Crackdown  on 
Piracy",  in:  Asia  Pacific  Defence  Reporter  issue: 
Oclober-November  1992,  34;  'Joint  Pledge  To 
end  Piracy  Problem,'  in  South  China  Morning 
Post,  30  july  1992. 
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duct  joint  patrols  in  the  Malacca  Straits.  ^ 
Also,  agreements  between  Indonesia, 
Malaysia  and  Singapore  in  1993  were 
made,  with  the  purpose  of  providing 
armed  police  teams  for  ships  if  requested 
as  security  assistance.  In  1967  Malaysia 
and  the  Philippines  made  an  agreement 
on  Anti-Smuggling  Co-operation,  followed 
by  the  1995  Second  Protocol  concerning 
joint  sea  border  patrols.  In  1975  Indo- 
nesia and  the  Philippines  signed  Border 
Patrol  Agreement  with  exchange,  of  liaison 
officers.  In  1997  Thailand  and  Vietnam 
implemented  joint  naval  patrols,  which 
resulted  in  the  decline  in  piracy  actions. 
Moreover,  bilateral  naval  training  exer- 
cises include  increasingly  anti-piracy 
measures. 

However,  multilateral  piracy  co-op- 
eration in  Asia  also  faces  serious  political 
obstacles.  Myanmar,  for  instance,  faces 
international  sanctions  by  the  United 
States  and  the  EU,  causing  problems  in 
developing  not  only  the  bilateral  agree- 
ments in  ASEAN,  but  also  procurement 
of  necessary  equipment  to  fight  piracy 
from  countries  other  than  the  People's 
Republic  of  China.  Any  step  in  this  dir- 
ection from  policy  makers  or  armament 
companies  attracts  immediate  interna- 
tional political  pressure.  Hence,  if  a 
"pariah"  state  like  Myanmar  —with  a  long 
coastline  and  strategic  location  relative 
to  the  Malacca  Straits—  is  not  included 
in  the  international  community,  regional 


'■'See:  'Talks  Begin  on  Body  To  Combat 
Straits  Problems,'  in  South  China  Morning  Post, 
3  February  1993. 


co-operation  against  piracy  will  remain 
difficult.  Bilateral  and  multilateral  agree- 
ments in  the  ASEAN  context,  however, 
could  offer  a  potential  solution  within 
the  ASEAN  way  of  a  "constructive  eng- 
agement policy"  towards  Myanmar.  On 
this  basis  a  closer  maritime  co-opera- 
tion between  ASEAN  countries  and 
Myanmar  might  be  possible.  As  long-term 
consequences,  the  international  pressure 
on  Myanmar  could  be  reduced  and  a 
rapprochement  and  a  possible  re-inte- 
gration in  the  international  community 
could  be  smoothened. 

Though  international  anti-piracy  initi- 
atives may  seem  to  gain  momentum,  na- 
tional law  remains  a  concern.  In  the 
affected   area   of  Southeast  Asia  and 
the  Indian  Ocean  and  in  East  Asian 
waters  only  a  few  countries  have  ad- 
equate national  laws  to  fight  and  pro- 
secute pirates,  viz.  Thailand  (Piracy  Act 
1991),  India  (Navy  Act  1957)  and  the 
People's  Republic  of  China.  The  other 
countries  have  not   implemented  any 
kind  of  anti-piracy  laws,  nor  signed  the 
1998   Rome  Convention   on  Maritime 
Terrorism  (Asian  signatures  were  India, 
Japan  and  the  People's  Republic  of  China 
only).  As  a  result,  national  navies,  coast 
guards  or  maritime  police  units  face 
serious  problems  in  fighting  piracy,  as 
in  some  countries  there  are  no  legal 
means  for  prosecution  of  pirates. 

The  capture  of  a  hijacked  ship  is  im- 
possible without  the  respective  laws  and 
even  if  pirates  are  caught  by  the  law 
enforcement  agencies,  they  will  mostly 
walk  free  after  a  short  time.  Also,  the 
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implementation  of  bilateral  agreements 
concerning  the  intrusion  into  the  terri- 
torial waters  of  a  neighboring  state  while 
chasing  pirates,  for  instance,  is  not  pos- 
sible without  domestic  legal  means 
and  an  internationally  agreed  definition 
of  piracy.  It  is,  therefore,  necessary  to 
speed  up  the  realization  of  a  broad  inter- 
national co-operation  regarding  anti- 
piracy  measures,  in  order  to  avoid  creat- 
ing safe  havens  for  pirates. 

OPERATIONAL  NEEDS 

Before  analyzing  operational  needs 
for  anti-piracy  measures,  it  is  necessary 
to  have  a  brief  look  at  the  general 
strategic  settings  in  the  Asian  region, 
in  the  current  situation,  most  Asian  ex- 
perts and  politicians  assume  that  the 
possibility  of  military  conflict  between 
Asian  countries  concerning  maritime 
affairs  is  rather  low  (except  in  the  South 
China  Sea).  A  detailed  national  mari- 
time strategy  which  includes  the  new 
field  of  "military  operations  other  than 
war  (MOOTW)'  in  a  maritime  context 
does'  not,  therefore,  exist  in  most  of 
the  Asian  coastal  countries. 

The  situation  is  further  complicated 
by  the  domestic  situation  of  these  coun- 
tries-some have  a  maritime  police  and 
no  coast  guard  or  vice  versa;  or  both 
agencies  may  exist  but  have  different 
roles  and  missions-.  In  some  countries 
the  customs  is  involved  in  securing  the 
SLOCs,  while  national  navies  in  most 
of  the  countries  do  not  conduct  police 
duties,  such  as  chasing  a  piracy  ship 
or  a  drug  smuggling  vessel.  Addition- 


ally, the  different  technical  equipment 
used  by  the  agencies  involved  further 
complicates  this  situation,  as  illustrated 
in  the  case  of  the  ALONDRA  RAIN- 
BOW Case,  mentioned  earlier. 

The  1997  International  Colloquium 
convened  in  Paris  to  discuss  these 
complex  problems  in  which  Admiral 
jean-Charles  Lefebvre,  Chief  of  the 
French  Navy  had  invited  expert  re- 
presentatives from  France,-Europe,  Africa 
and  Asia  and  agencies  involved  in 
maritime  affairs,  e.g.,  coast  guard,  cus- 
toms, maritime  police  and  navy.  The 
purpose  was  to  identify  collaborative 
operational  needs  in  order  to  secure  the 
SLOCs,  primarily  information  and  in- 
telligence exchange,  combined  in  a  se- 
cond phase  with  joint  training.  Op- 
erational needs  can  be  both  national  and 
mternational.  At  the  national  level,  the 
obstacles  could  be: 

•  Lack  of  legal  framework  and  national 
co-operation  bodies,  such  as  opera- 
tional combined  headquarters  in  order 
to  conduct  missions.''' 

•  Different  level  and/or  lack  of  equip- 
ment concerning  collecting,  processing 
and  evaluating   information  among 


Though  many  countries  have  "National  Se- 
curity Bodies'  some  experts  judge  these  insti- 
tutions as  unable  to  conduct  combined  operat- 
ions, as  they  work  primarily  on  the  strategic  level. 
As  a  result,  there  is  a  lack  of  operational  com- 
bined headquarters,  as  In  many  countries  there 
seems  to  be  a  suspicion  concerning  the  general 
leadership  of  the  military  or  the  military  is  not 
willing  to  subordinate  units  under  coast  guard  or 
police  control. 
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the  national  agencies  and/or  the  navy, 
e.g.,  lack  of  sufficient  surveillance 
systems  or  communication  links. 

•  Different  quality  of  equipment  for 
conducting  operations,  e.g.,  boats 
(coast  guard/customs/maritime  police) 
and  ships  (navy)  as  well  as  quality 
differences  in  C-4-1  equipment. 

•  Lack  of  individual  knowledge  and 
training  of  representatives  of  the 
different  agencies  coping  with  piracy. 

•  Lack  of  combined  training,  e.g.,  navy 
with  coast  guard  or  navy  with  mari- 
time police. 

•  Logistical  problems  as  outsourcing 
are  not  yet  on  the  agenda  for  many 
countries. 

•  Lack  of  funds,  which  will  intkicnce 
all  concepts,  purchiises  .ind  mainten- 
ance activities  in  the  foreseeable  future 
in  most  of  the  Asian  countries. 

These  obstacles  can  also  be  found 
at  the  international  co-operation  level, 
though  more  complex  as  joint  operations 
(i.e.,  bilateral  or  multinational)  need  even 
more  sophisticated  training  and  equip- 
ment. 

On  a  more  positive  note,  currently 
most  of  the  Asian  countries  realize  the 
necessity  to  change  their  national  at- 
titude concerning  combined  operations. 
Also,  they  recognize  the  necessity  to 
provide  a  legal  framework  as  a  necessary 
basis  for  combating  piracy.  Advanced 
means  as  in  India  (legal:  Indian  Navy  Act 
1957;  combined  maneuvers  and  op- 
erations between  coast  guard  and  navy) 
or  Thailand  (legal:  Piracy  Act  1991,  com- 


bined maneuvers  and  operations  be- 
tween navy  and  maritime  police  or 
customs)  are  good  examples  for  the 
other  states.  Indonesia,  for  instance,  is 
considering  a  closer  co-operation  at 
the  national  level  between  navy,  marine 
police,  immigration,  and  customs. 

Additionally,  Indonesia  wants  to  es- 
tablish a  better  sea  surveillance  system 
and  to  improve  the  coastal  radar  stations 
and  information  processing  centers.  But 
the  purchase  and  the  operational  im- 
plementation of  these  systems  will  take 
some  time  because  of  budget  restrict- 
ions.'-^ The  neighboring  Philippines  are 
trying  to  compensate  for  the  structural 
changes  in  the  military  carried  out  in 
1'198.  At  that  time,  the  coast  guard 
was  split  off  from  the  military  establish- 
ment to  become  its  own  force  under 
the  auspices  of  the  Interior  Ministry. 
However,  the  comprehensive  security 
approach  adopted  in  the  1998  Defense 
Policy  P.iper  and  outlined  in  the  1999 
National  Security  Strategy  points  the 
attention  towards  the  protection  of  the 
SLOCs,  involving  maritime  surveillance 
and  the  response  to  illegal  intrusions 
and   criminal    actions,'^   as  discussed 


For  a  detailed  outline  of  the  future  of  Indo- 
nesian maritime  activities  see:  Robert  Mangindaan, 
'Maritime  Strategy  of  Indonesia  in  Year  2000- 
2010,'  in  Schwarz,  Herrmann,  Seller  (Eds.):  'Mari- 
time Strategies  in  Asia',  Loc.  Cit.,  Chapter  6.2. 

'^For  further  details  on  the  Philippine  maritime 
ideas  see:  Marayag,  Emilio  C:  'Maritime  Strategy 
of  the  Philippines',  in:  Schwarz,  Herrmann,  Seller 
(Eds.):  'Maritime  Strategies  in  Asia',  Loc.  Cit., 
Chapter  6.4. 


452 


THE  INDONESIAN  QUARTERLY,  Vol.  XXX/2002,  No.  4 


among  the  strategic  community  of  many 
Asian  countries. 

The  major  merchant  nations  —the 
United  States,  the  EU  and  Japan—  appre- 
ciate the  need  to  fund  and  support 
combined  training,  develop  legal  frame 
works  and  support  the  purchase  of  techn- 
ical equipment.  The  United  States  and 
the  EU,  for  example,  are  supporting  re- 
gional lawmakers  and  providing  equip- 
ment. The  People's  Republic  of  China 
contributes  to  the  anti-piracy  coalition 
by  supporting  the  Bangladesh  Navy  with 
ships  and  communication  equipment, 
which  will  improve  co-operation  be- 
tween the  Bangladesh  Navy  and  the 
newly  established  Bangladesh  Coast 
Guard  in  their  fight  against  piracy.  The 
Japanese  Maritime  Safety  Agency/Coast 
Guard  also  conducts  joint  bilateral 
exercises  with  the  littoral  Asian  countries 
and  trilateral  exercises  with  India  and 
Singapore. 

These  developments  gives  ,  rise  to  some 
optimism  in  respect  of  fighting  piracy, 
but  these  are  still  first  steps  and  not 
combined  into  a  regional  context.  The 
field  of  intelligence  gathering  and  sharing 
is  a  crucial  point  not  yet  covered  ad- 
equately. Many  national  agencies  col- 
lect intelligence,  but  national  level  co- 
ordination between  these  agencies  can 
b.e  difficult,  the  military  refusing  to 
share  their  information  with  other  agencies 
in  case  they  do  not  have  the  operational 
lead.  At  the  international  co-operation 
level,  this  problem  is  potentially  larger, 
as  national  interests  and  pride  are  major 
obstacles  to  efficient  co-operation  in  re- 


gional intelligence.  Therefore,  co-operation 
in  anti-piracy  measures  based  on  trust 
seems  distant,  though  without  this  suc- 
cess cannot  be  assured.  But  in  the  wake 
of  the  world  wide  "War  against  Terrorism' 
this  point'  seems  to  be  improving  fast. 
Consequently  a  spill-over  effect  can  be 
positive  for  the  fighting  of  piracy. 

TECHNICAL  MEANS 

One  aspect- of  technical  importance 
is,  as  stated,  the  fact  that  modern  mer- 
chant ships  have  a  small  crew.  Ap- 
propriate technical  equipment  has  to 
be  developed  and  installed  to  support 
the  crews  and  the  law  enforcement 
agencies,  to  try  and  compensate  for  lack 
of  .personnel. 

The  best  technical  anti-piracy  measures 
are  tracking  systems,  such  as  the  Ship's 
Position  Indicating  System  (similar  to 
SHIPLOC)  from  1MB,  or  Fleet  Remote 
Monitoring  System  (FROM)  from  the 
Japanese  Company  NYK.  These  systems 
are  small,  equipped  with  independent 
electricity  and  connected  to  a  GPS  sys- 
tem and  the  Internet.  The  owner  can  track 
down  the  position  of  his  ship  at  any  time; 
law  enforcement  agencies  can  detect 
hijacked  ships  and  track  their  position 
pending  action.  The  small  size  of  these 
systems  makes  it  difficult  for  pirates  to 
locate  and  as  they  are  low  cost,  ship 
owners  will  no  doubt  use  this  technical 
solution  to  reduce  the  number  of  hijacked 
ships.  The  use  of  sensors  combined  with 
anti-piracy  warning  systems  is  another 
useful  technical  improvement.  These 
systems  can  prevent  the  pirates  from 
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boarding  the  ship,  but  are  still  expensive 
and  not  completely  efficient.  Some  ex- 
perts recommend  that  technical  de- 
velopers should  work  on  this  to  establish 
an  effective  deterrent  against  piracy. 

The  technical  improvement  of  mer- 
chant ships  does  not  cover  all  the  op- 
erational needs  to  fight  piracy.  Experts 
also  mention  focusing  on  the  technical 
equipment  of  the  navies  and  other 
maritime  agencies  of  the  littoral  coastal 
states  in  respect  of  sea  surveillance, 
tracking,  chasjng  and  seizure  of  piracy 
ships  or  hijacked  ships.  A  complete  sur- 
veillance system  is  essential  in  their  judg- 
ment. Recommendations  given  include 
command  and  control  infrastructure, 
radar-equipped  detection  stations,  id- 
entification, communic.Uion  means  and 
headquarters. 

The  backbone  of  a  region  or  nation- 
wide surveillance  would  be  a  coastal 
radar  organization,  a  stationary  system 
set  along  specific  coastlines.  These  stations 
would  enable  the  national  agencies  and 
navies  to  obtain  and  process  necessary 
data  about  ship  traffic  in  their  waters. 
With  direct  communication  lines  to  na- 
tional or  regional  headquarters  the  nation 
responsible  would  be  able  to  take 
immediate  action  concerning  all  mari- 
time problems:  piracy,  smuggling,  eco- 
logical, pollution.  In  most  of  Asian  coastal 
countries  a  surveillance  system  of  this  kind 
is  not  completely  established  or  fully 
operational,  due  to  budget  restrictions. 

A  closer  look  at  the  surface  units  of 
the  coastal  countries  is  needed,  as  they 


are  the  operational  units  to  secure  the 
SLOCs.  Their  mobility  enables  them  to 
survey  vast  areas  besides  identify  and 
taking  action  if  necessary  against  suspect 
vessels.  Corvette  size  navy  ships  or  large 
off-shore  patrol  vessels  (OPV)  are  the 
best  as  they  are  durable  and  can  use 
helicopters.  A  warship  also  has  more 
personnel  to  form  boarding  parties,  in- 
spect a  suspect  ship,  take  it  over  and 
force  it  to  harbor  for  further  action  by 
the  lavy  enforcement  . agencies.  There- 
fore, an  effective  weapon  system  to 
facilitate  combating  piracy  and  smuggling 
would,  for  example,  be: 

•  Corvettes,  such  as  the  British  designed 
Y.urow-9Sm  trom  HAE  Systems  for 
Brunei-Darussalam; 

•  OPVs,  such  as  the  Gorman  designed 
Meko  A- 100  by  Blohm  ^  Voss  and 
Pcnang  Shipbuilding  Corporation  for 
Malaysia;  and, 

•  Frigates,  such  as  the  French  designed 
'La  Fayette"  Class  for  Singapore. 

Smaller  fast  patrol  boats  (such  as 
German  LURSSEN  designed  boats  for 
the  Indonesian  Customs)  are  mostly  used 
by  military  and  civilian  authorities  (police, 
customs,  and  maritime  police).  The  crew 
is  too  few  for  deployment  over  36  hours 
and  operational  efficiency  may  be  cur- 
tailed in  stormy  seas.  This  type  of  boat  is 
still  the  mainstay  of  most  law  enforcement 
agencies  and  can  be  used  for  limited 
missions  to  protect  the  SLOCs  against 
piracy  by  providing  high  speed.  Many 
Asian  coastal  countries  are  seeking  to 
purchase  fast  patrol  boats  for  their  ser- 
vices and   law  enforcement  agencies. 
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National  naval  aviation  departments  and 
the  air  force  can  be  used  for  anti-piracy 
measures  —  Maritime  Patrol  Aircraft  (MPA) 
such  as  the  European  Breguet  Atlantic, 
British  Nimrod,  American  P3  Orion  or 
Indonesian  CN  235  (Spanish  CASA  de- 
sign) can  fly  low  and  slowly  enough  for 
visual  identification  of  ships.  Though  quite 
costly  to  operate  nearly  every  country  in 
the  region  operates  a  number  of  these 
types  of  plane.  The  purchase  of  sensors 
and  air-to-air  refueling  capacities  for  these 
planes  are  a  high  priority  for  owner  na- 
tions, to  improve  capabilities  of  their 
naval  aviation. 

Helicopters  are  effective  tools  for  sup- 
porting surveillance  tasks,  by  providing 
identification  and  intervention  action. 
Besides  optical  identification,  helicopters 
can  easily  be  equipped  with  various 
arms,  such  as  machine  guns  or  rockets. 
In  case  of  a  piracy  action  a  helicopter 
can  reach  the  spot  quickly  and  in- 
tervene, so  they  are  also  high  on  the 
priority  shopping  list  of  the  navies' 
aviation  departments  as  evidenced  by 
the  manufacturers  vying  to  provide  British 
designed  SEA  LYNX  or  U.S.  designed 
BLACK  HAWK  helicopters  to  the  regional 
navies,  and  Russian  counterparts  hoping 
to  sell  Mi-2  and  Mi-1 7  (to  Indonesia 
and  Myanmar,  for  example). 

The  technical  aspects  of  anti-piracy 
measures  are  subject  to  a  number  of  re- 
strictions. Merchant  ships  are  limited 
in  the  range  of  technical  equipment 
which  can  be  installed  for  tracking  or 
pirate  warning  systems.  Asian  coastal 
countries  on  the  whole  need  to  improve 


their  coastal  radar  organization,  on 
shore  facilities,  the  surface  components 
and  airborne-based  systems.  Financial 
limitations  do  not  permit  substantial  techn- 
ical progress  in  most  of  these  countries 
for  the  foreseeable  future.  International 
co-operation  can  offer  only  limited  com- 
pensation to  meet  national  needs.  How- 
ever, joint  patrols  can  reduce  piracy 
attacks,  illegal  fishing  and  illegal  im- 
migration and  smuggling,  hence,  inter- 
national co-opefatTon  is'the  key  to  suc- 
cessfully combating  piracy  in  Asian  waters. 

CONCLUSION 

In  conclusion,  though  piracy  incidents 
have  risen  sharply  during  the  last  few 
years,  there  seems  to  be  some  cause 
for  hope.  The  number  of  ships  attacked 
and  crew  killed  is  a  matter  of  concern, 
yet  international  co-operation  has  been 
improved  at  least  bilaterally  and,  to 
some  extent  at  sub-regional  and  regional 
levels.  The  missing  link  is  the  implement- 
ation of  national  counter  measures,  which 
in  many  countries  are  not  yet  sufficient. 
National  anti-piracy  laws  are  not  fully 
implemented,  nor  have  the  majority  of 
Asian  states  signed  the  1998  Rome  Con- 
vention on  Maritime  Terrorism.  Both  are 
crucial  to  prevent  and  fight  piracy,  which 
need  to  be  a  priority  for  national  gov- 
ernments. 

National,  bilateral  and  multilateral 
operational  joint  combined  headquarters 
could  be  established.  In  parallel,  educat- 
ion of  personnel  from  the  navy  and  all 
agencies  concerned  could  be  upgraded 
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and  combined  training  and  exercises 
conducted.  Considering  the  budget  con- 
straints of  many  nations  in  the  region, 
hampering  their  improvement  of  naval 
and  air  force  surveillance  and  commun- 
ication equipment,  the  idea  of  a  multi- 
national maritime  police  force  might  be 
taken  up  seriously,  as  this  may  provide 
a  way  to  compensate  .for  national  short- 
comings by  using  resources  from  neigh- 
boring countries.  Standardization  of 
communication  equipment  and  materials 
would  make  operations  and  logistical 
support  easier. 

Co-operation  with  major  trading  na- 
tions, such  as  the  United  States,  Japan 
and  the  EU  is  crucial.  Funding  import- 
ant improvements  in  technical  equipment, 
and  giving  legal  advice  to  draw  up  na- 
tional laws  against  piracy,  would  make 
a  considerable  contribution  •  to  render 
anti-piracy  measures  more  effective. 
Positive  results  would  reduce  the  danger 
for  the  crews  and  the  region,  also  the 
risk   of  environmental   damage  which 


might  be  caused  by  accidents  when 
oil  or  chemical  tankers  are  hijacked  by 
pirates  and  left  unsteered.  Additionally, 
nobody  can  rule  out  the  hijacking  of 
an  oil  tanker  by  terrorist  groups  in 
order  to  damage  harbor  cities  like  Singa- 
pore or  Hong  Kong.  Therefore,  more  co- 
ordinated and  preventive  measures  have 
to  be  implemented. 

The  economic  —and  to  a  certain  ex- 
tent political—  factors  within  the  Southeast 
Asian  region  could,  at  certain  times,  be 
an  impediment  to  the  actual  elimination 
of  piracy.  This  is  subject  to  the  govern- 
ments concerned  accepting  the  serious 
economic  and  human  cost  of  present  day 
piracy  and  taking  the  necessary  action, 
as  explained.  However,  one  must  not 
overlook  the  trend  to  a  more  global- 
ized organized  piracy  of  hijack  of 
vessels,  sales  of  cargoes  and  the  vessels 
themselves,  with  a  serious  escalation 
in  risk  to  the  crews.  In  this  respect, 
there  are  positive  trends  in  international 
co-operation  and  resolution. 
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